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REQUEST NO. 4

RESPONSE NO. 4

Provide all internal memorandum, correspondence,
electronic mail, messages and other documents in which
Mountain Water District officials analyzed, reviewed or
discussed in contract negotiations with UMG.

Please find enclosed a list of correspondence,
memorandum and various financial analysis that
occurred from 2005 through 2014 in regard to the UMG
Contracts with Mountain Water District. This list
includes all communications with the commissioners,
and UMG, through Daniel P. Stratton, Counsel for the
District. He has not included various memos to file,
which were his notes from various meetings with UMG
over the years, which involved the District's contract
negotiations. These are privileged and confidential notes
and memorandums, which were not shared with the
Board, or UMG. They are not being produced pursuant
to KRE 503(6).

There maybe references to attached documents on
various correspondences. Most of them have been
attached to that correspondence, but inevitably in the
compiling of this documentation, there may be a letter
that does not have attached documents, which maybe
located as an attachment to another document, or a
contract itself. Ifitis not otherwise included, it has been
‘misfiled and could-not otherwise be located:- —- -
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March 29, 2005

Mr. Will Brown, Superintendent
Mountain Water District

P.O. Box 3157

Pikeville, KY 41502

RE: . Request for Statements for Qualifications and Price. Proposals for Operatzons and
Management of Facilities

Dear Will:

Please find attached a timetable with blanks to be completed based on the schedule you deem
appropriate. I have also made a few small modifications in the bid proposal itself as evidenced by
the strike-thrus and underlined changes. Please review these and if satisfactory, I will put them in

final form.

As to the timetable, I’m going to recommend that you allow at least thirty days between the time of
final approval by the board and commencement of operations. While that may create some
uncertainty among employees it gives the successful better time to conduct interviews and retain
qualified employees, to convert over computer systems as may be required, and set up the necessary

financials, etc. Iknow you’re concerned about employee performance during a transitional period
and rightfully so, but I believe more prep time in the beginning will allow for a smoother transition
in the end, however I will defer to your judgment.

After you have had a chance to review everything, please give me a call.

Sincerely,

..':'..VOAJ

Daniel P, Stratton

email: dpstratton@setel.com
DPS/sdc

Enclosure



MEMO
TO: MOUNTAIN WATER BOARD OF COMMISSIONERS
FROM: MANAGEMENT ADVISORY COMMITTEE

RE: REQUEST FOR STATEMENTS OF QUALIFICATION AND PRICE
PROPOSALS FOR THE OPERATION, MAINTENANCE AND
MANAGEMENT OF ALL FACILITIES

DATE: May 18, 2005

At the Board meeting held on April 27, 2005, the Board authorized management to issue a
request for statements of qualification and price proposals for the operation, maintenance and
management of all facilities. Pursuant to said request, management appointment a management
advisory committee of the following individuals: Brian Bentley, John Collins, Moss Keesee,
Grondall Potter II1, Mike Spears, Dan Stratton, Jack Sykes.

The committee’s duties are set out under Article IV, Section A of the request for proposal. The
committee has completed steps 1-5 and this report is to summarize our findings and conclusions
to date.

The Request for Proposal was advertised in the Appalachian News Express and the Lexington
Herald Leader on April 8, 2005.

As a result of the advertisements, the District received two proposals, the first from Utility
Management Group (UMG), a startup management company out of Corbin, Kentucky and the
second from Alliance Water Resources (AWR), a twenty-five vear company who operates eight
rural water systems, from Columbia, Missouri. Both groups attended a mandatory pre-proposal

“conference and inspection tour of the District’s facilities on April 18, 2005 and were provided
data and information necessary for a response.

Both groups provided a response by the April 25, 2005 deadline. UMG provided a complete
response. AWR’s initial response was incomplete and they said they did not believe that they
had sufficient time to present a price proposal.

The committee met on May 4, 2005 to review and discuss the respective proposals. AWR had
two open issues concering pricing and requirement of maintaining existing personnel for the
first six month period. It was agreed that additional time would be granted to both parties to
supplement their responses, but particularly to allow AWR to submit a price proposal and
address the issue of personnel.

Mike Spears was asked to develop a before and after balance sheet and income statement
showing the impact of a contract of this nature on the District’s financial statements. UMG was
the only company to provide numbers at that time, so he was to use their numbers as a sample.
See Exhibit A,



At that meeting, the committee graded the two proposals on five of the six criteria provided for
in the request for proposal. Mike Spears abstained from this voting as he had not bad an
opportunity to review the materials. Based on the point system provided in the request for
proposal the vote was as follows:

CRITERIA TOTAL POINTS UMG AWR
1) Completeness ] 27 13
2) Qualifications 15 70 60
3.} Operating Plan 30 152 105
4)) Transition Plan 20 116 68
5) References 15 86 72
6.) Price (Not rated) 15

TOTAL 100 451 318

The committee met next on Friday, May 13, 2005 and reviewed the pricing proposals. While it
initially appeared that AWR’s proposal was substantially cheaper, an apples to apples
comparison was made which reflected that the pricing was essentially the same, however, there
was a premium of approximately $350,000.00 for the first six months of the AWR contract that
was not applicable to UMG. Mike Spears has prepared the attached Exhibit B outlining in detail
the price differentiations between the two companies. There was not a vote on pricing as totals
would not have otherwise changed as AWR fees were higher based on the additional fee for the
first six months.

Other items discussed that the committee wanted to note for the Board were:

1) That the AWR contract also entailed certain inherent risks for future cost to the
District that were not present with the UMG contract being cost of purchased water and
electricity. Therefore if the actual costs exceed the projected budget numbers for these items this

would be an addifional expense to the District under the AWR proposal, but not the UMG
proposal. This is UMG's incentive to operate efficiently.

2) The AWR contract provides pricing will be negotiated annually at a not-to-exceed
price for the year. They provide a refund clause based on a 75/25% ratio. If at the end of the
year AWR cost, plus it’s 10% management fee, is less than the agreed price, Mountain Water
District will receive 75% of the difference, which is AWR’s incentive to reduce cost and allow
the District to benefit. If, on the other hand, AWR exceeds its firm not-to-exceed price, then
they must assume the difference. UMG has no such provision.

3) AWR does not have a provision to adjust the fee otherwise if no agreement can be
reached. UMG has a cost adjuster based on the C.P.I. Index.

4) The transition period for AWR was eighteen months before they felt they could get
everything operating under their system. UMG did not provide a specific time period for
transition, but it would appear to be much shorter in that they are utilizing the existing staff in its
entirety.



5) It would appear that AWR will substantially reduce staff (in order to get economies of
scale) after the initial six-month period.

6) The employee’s benefits package offered by UMG appears on average to be much
more beneficial to the employees than the one proposed by AWR.

7) ARW’s proposal would require the District to pay the current vacation and sick day
balance per current policies. This liability is estimated to be up to $450,000.00.

8) Customer service issues would be managed through AWR’s central office, which
would then require customers with billing and service issues to deal over the phone with a central
office, as opposed to locally with UMG.

Based on all of the above, it is the recommendation of the management advisory team that
UMG’s proposal should be selected over the AWR proposal. If approved by the Board, the team
would work on steps 6-8 as set forth in the request for proposal.

Respectfully submitted,

Daniel P. Stratton, Chairman



Mountain Water District
Projected Balance Sheet

Exhibit A

Pg1

End of First Fiscal Year of Operations w/ UMG Contract

Assets
Cash Unrestiicted
Accounis Recievable
Utility Plant and Equipment
Less: Accum Depreciation
Restricted Cash ( less Construction)
Prepzid expenses
Total Assets

Liabilities and Equity

Liabilities
Accounts payble - UMG
Customer Deposits
Payroll Liablities
Notes Payabie - KIA
Bonds Payable

Total Liabilities

Equity
Totai p@gp(ii@ies and qu'rty

,000's Omitted

70,000

(18,578)

175
8938
51,024

783
209

52,882

284
285

6,457
9,277

16,274

36,615

52,889



Exhibit A

Pg?2

Mountain Water District
Projected Income Statement
First Fiscal Year of Operations w/ UMG Contract

,000's Omitied
Current Projected Projected
Customers Mew Customers
Revenues
Water and Sewar Revenues $  7.48 $ 434 § 7,625
Sevice Billings =
Lats Payment Fees 156 9 165
Service Charges Zil 1 22
Trip Fees 3 0 3
Total Revenues 7,671 445 8,115
Expenses
UMG Contract 5,820 6,820
Board of Commissioners Salary 30 30
Regulatory Fees- PSC 16 16
Legai Fees 50 50
Financial Advisor to the board 24 24
Audit 25 25
Depreciation 1,700 1,700
interest on Bonds 418 418
interest on KIA Notes 162 . 162
Total Expenses 8,245 - 9,245
Netlncomes - e b o 8 (1,574 % 445

s

5 (1,129 =



Exhibit A
Pg3

Mountain Water District
Projected Increase{Decrease) in Operating Accounts
First Fiscal Year of Operations w/ UMG Contract
,000's Omitted

Net Income per Income Statemeant

Add back: Depreciation

Less: Principal payments on Bonds
Principal payments on KIA Notes

Transfer to Reserve Accounis

Projected Increase(Decrease) in Operating Cash

(1,128}
1,700
(121)

(305)
(88)



Exhibit B

Mountain Water District
Cost Comparison between UMG and AWR Proposais

ITEM DESCRIPTION UMG AWR
Operating Costs $ 6,820,000 $ 4,200,000 (1)
. Power 515,000
Repair and Maintenance 350,000
Contractual 37,853
Insurance 125,000
Miscellaneous 60,000
Purchased Water 700,000
Short Term Debt 240,000
Reduction in Repair and Maintenance Budget 106,140
Sewage Treatment Costs 120,000
AWR budget reduction to 2004 Financials 155,697
First Full Year of Operations Cost $ 6,820,000 $ 6,609,690
INITIAL ONE TIME COST TO CONTRACT IN AWR PROPOSAL
Premium in First 6 Months of Operation - AWR $ 350,000 (2)
District's Cost to buy Employee's Time 450,000 (3)
Total One Time Cost to District $ 800,000

(1) This estimate is based on a plus/minus 10 % cost. This would create 2 Total Cost range of
$6,189,690 to $7,029,690 per year.

(2) This is additional cost that AWR feels the district might recoup over the life of the Contract.

(3) This is cost to buy out employees time in excess of hours transferable to UMG Proposal.
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MOUNTAIN WATER DISTRICT

P, BuO.X 3050
PIIGEVILLEE, XY 41501
606/631-9162-PHONE
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FACSIMILE TRANSMITTAL SHEET
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DAN STRATTON WILL BROWN
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RESOLUTION

Dan:

Please read the atrached and advise.

Thank you
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MOUNTAIN WATER DISTRICT

RESOLUTION 05-05-013

APPROVAL OF NEGOTIATIONS OF OPERATIONS,
MAINTENANCE & MANAGEMENT PROPOSAL

WHEREAS, THE BOARD OF COMMISSIONERS of the Mountain Water District
agreed and requested statements of qualifications and price proposals (RFQ/P)
from capable governmental entities, non-profit corporations, or private
companies, interested in providing operations, maintenance, and management
services to the District by means of a contractual agreement, and,

WHEREAS, THE BOARD OF COMMISSIONERS of the Mountain Water District
agreed and appointed an Advisory Committee, consisting of one Board member,
one attorney, one ceriified public accountant, one engineer, one District
administrative employee, one District salaried employee and one District hourly
employee 1o review and assess the two proposals submitted to the Board from
Alliance Water Resources, Columbia, Missouri, and Utility Management Group,
Corbin, Kentucky. The Advisory Committee completed their review and
assessment of these two proposals and submitted to the Board of
Commissioners their recommendation, and,

WHEREAS, THE BOARD OF COMMISSIONERS of the Mountain Water District
agrees to accept the recommendation of the Advisory Committee and approve
entering into negotiations with Utility Management Group for the Operations,
“Maintenance & Management Agreement submitted to the Board of
Commissioners by Utility Management Group, Corbin, Kentucky, and,

NOW, THEREFORE, BE IT RESOLVED THAT the Board of Commissioners of
the Mountain Water District votes to approve entering into negotiations with
Utility Management Group for the Operations, Maintenance & Management
Agreement submitted to the Board of Commissioners by Utility Management

Group, Corbin, Kentucky.

MOTION FOR ADOPTION of this resolution was made the 25" day of May,
2005, by Commissioner Litafik and seconded by Commissioner Collins.

Commissioner voting as follows:

Chairperson Akers Aye
Commissioner Collins Aye
Commissioner Litafik Aye
Commissioner Spears Aye

Commissioner Sullivan Aye
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THEREUPON, said motion was declared passed and the resolution adopted.

Dated this the 25™ day of May, 2005,

Toni Akers, Chairperson

Terry Spears, Secretary

I

PAGE B3/R3



Exhibit A

Pg2

Mountain Water District
Projected Income Statement

First Fiscal Year of Operations w/ UMG Contract
,000's Omitted

Revenues
Water and Sewer Revenues
Sevice Billings
Late Payment Fees
Service Charges
Trip Fees
Total Revenues

Expenses

UMG Contract
Board of Commissioners Salary
Regulatory Fees- PSC
Legal Fees
Financial Advisor to the board
Audit
Depreciation
Interest on Bonds
Interest on KIA Notes

Total Expenses

Net Income

Current Projected Projected
Customers New Customers
$ 7,491 $ 434 $ 7,925

156 9 165

21 1 22

3 0 3

7,671 445 8,116

6,820 6,820

30 30

16 16

50 50

24 24

25 25

1,700 1,700

418 418

162 162

9,245 - 9,245
$ (1,574) $ 445 5 (1,129)




Exhibit B

Mountain Water District
Cost Comparison between UMG and AWR Proposals

TE 1PTI UMG AWR
Operating Costs $ 6,820,000 $ 4,200,000
Power 515,000
Repair and Maintenance 350,000
Contractual 37,853
Insurance 125,000
Miscellaneous 60,000
Purchased Water 700,000
Short Term Debt 240,000
Reduction in Repair and Maintenance Budget 106,140
Sewage Treatment Costs 120,000
AWR budget reduction to 2004 Financials 155,697
First Full Year of Operations Cost $ 6,820,000 $ 6,609,690
N L TIME COST NT IN ROPOSA
Premium in First 6 Months of Operation - AWR $ 350,000 (1)
District's Cost to buy Employee's Time 450,000 (2)
Total One Time Cost to District $ 800,000

(1) This is additional cost that AWR feels the district might recoup over the life of the Contract.
(2) This is cost to buy out employees time in excess of hours transferable to UMG Proposal.
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

E. RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

L The Management Assessment Advisory Team will begin the review of proposals on
May 2™, 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. If such interviews are deemed
appropriate, these will be conducted during the week of May 16, 2005. Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent
as appropriate.

2 If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

2 Presentation to Board on May 25, 2005 (tentative).

V. CRITERIA FOR REVIEW AND EVALUATION OF PROPOSALS U

A) Completeness of Submission
Submission include all information requested in the S points
RFQ/P document.

B) Qualifications

Contractor appears to be exceptionally well qualified 15 points ! R
~ to perform the services sought in the RFQ/P, and has ’ o ‘
extensive experience in providing services requested.

S vt
‘\J

C) Credibility of Proposed Operating Plan
Contractor’s proposed system Operating Plan is 30 points
Comprehensive, appears to meet all system requirements,
and is conceptually reasonable, and realistic.

ot
WF

)

(S}

D) Credibility of Proposed Transition Plan
The Contractor appears to fully understand the District’s 20 points {
needs, made evident by suggestions for transition,
improvements, and innovations. The methodology to
deal appropriately with the transition from District !,.
operations to contractor operations and the method of

¥

P

10



Mountain Water District
~ Request for Proposals
Operation, Maintenance & Management

staffing the facilities is realistic and will work well.

E) Professional References
Excellent references from existing or former rural 15 points

client-communities past clients.

F) Price Competitiveness
Price offered for the initial contract services period 15 points
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.

VL CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the
respective response with the corresponding letter, and number, as appropriate, such as Section
VI, Al,, A2, etc.

A) In narrative form provide a Statement of Qualification. Specifically:

1. Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation;
provide the Federal Employee identification Number.

2. Provide a brief narrative history of the Contractor’s experience dealing specifically
with complete operation, maintenances, and general management of public water

. -distribution systems, either singularly, or as—a component of a broader service

responsibility or contract; and,

3. Provide a listing of all full-service contract operations, maintenance and
management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

4. List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

5. Provide a list with names and phone numbers of clients/customers for which
operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

fit
/1{1
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

E. RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

1. The Management Assessment Advisory Team will begin the review of proposals on
May 2", 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. If such interviews are deemed
appropriate, these will be conducted during the week of May 16, 2005. Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent
as appropnate.

2, If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

e Presentation to Board on May 25, 2005 (tentative).

Y. CRITERIA FOR REVIEW AND EVALUATION OF PROPOSALS

A) Completeness of Submission pm & B “'-;‘"L =
Submission include all information requested in the 5 points 4/ )
RFQ/P document.

B) Qualifications P
Contractor appears to be exceptionally well qualified 15 points ;37 12

to-perform the-services sought in the RFQ/P,-and has-
extensive experience in providing services requested.

C) Credibility of Proposed QOperating Plan
Contractor’s proposed system Operating Plan is 30 points ¢£% 25
Comprehensive, appears to meet all system requirements,
and is conceptually reasonable, and realistic.

D) Credibility of Proposed Transition Plan
The Contractor appears to fully understand the District’s 20 points , /3
needs, made evident by suggestions for transition,
improvements, and innovations. The methodology to
deal appropriately with the transition from District
operations to contractor operations and the method of

10



Mountain Water District
Request for Proposals
Operation, Maintenance & Management

staffing the facilities is realistic and will work well.

E) Professional References
Excellent references from existing or former rural 15 points 15

client-communities past clients.

F) Price Competitiveness
Price offered for the initial contract services period 15 points @
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.

VI. CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the
respective response with the corresponding letter, and number, as appropriate, such as Section
V1, Al,, A2, etc.

A) In narrative form provide a Statement of Qualification. Specifically:

I. Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation;
provide the Federal Employee identification Number.

2. Provide a brief narrative history of the Contractor’s experience dealing specifically
with complete operation, maintenances, and general management of public water
distribution systems, eithersingularly, or as”a compornent of @ broader service
responsibility or contract; and,

Provide a listing of all full-service contract operations, maintenance and

management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

(9%

4. List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

5. Provide a list with names and phone numbers of clients/customers for which

operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

il
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Mountain Water District
Request for Propoesals
Operation, Maintenance & Management

RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

The Management Assessment Advisory Team will begin the review of proposals on
May 2™, 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. If such interviews are deemed
appropriate, these will be conducted during the week of May 16, 2005. Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent
as appropriate.

If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

Presentation to Board on May 25, 2005 (tentative).

V. CRITERIA FOR REVIEW AND EVALUATION OF PROPOSALS

A) Completeness of Submission ._/Z//"”‘U s

Uml

Submission include all information requested in the 5points <
RFQ/P document.

B) Qualifications
Contractor appears to be exceptionally well qualified 15 points |

- to perform the services sought in the RFQ/P, and has
extensive experience in providing services requested.

C) Credibility of Proposed Operating Plan
Contractor’s proposed system Operating Plan is 30 points 2D
Comprehensive, appears to meet all system requirements,
and is conceptually reasonable, and realistic.

D) Credibility of Proposed Transition Plan
The Contractor appears to fully understand the District’s 20 points /p
needs, made evident by suggestions for transition,
improvements, and innovations. The methodology to
deal appropriately with the transition from District
operations to contractor operations and the method of

10
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

staffing the facilities is realistic and will work well.

E) Professional References

Excellent references from existing or former rural 15 points 10
client-communities past clients.

F) Price Competitiveness

Price offered for the initial contract services period 15 points &
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.

VI. CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the
respective response with the corresponding letter, and number, as appropriate, such as Section
VI, A1, A2, etc.

A) In narrative form provide a Statement of Qualification. Specifically:

L,

o

Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation,
provide the Federal Employee identification Number.

Provide a brief narrative history of the Contractor’s experience dealing specifically
with complete operation, maintenances, and general management of public water
distribution systems, -either singularly, or as a component of a broader service
responsibility or contract; and,

Provide a listing of all full-service contract operations, maintenance and
management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

Provide a list with names and phone numbers of clients/customers for which

operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

11
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

The Management Assessment Advisory Team will begin the review of proposals on
May 2™, 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. If such interviews are deemed
appropriate, these will be conducted during the week of May 16, 2005, Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent
as appropriate.

If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

Presentation to Board on May 25, 2005 (tentative).

Y. CRITERIA FOR REVIEW AND EVALUATION OF PROPOSALS i NG

A) Completeness of Submission
Submission include all information requested in the S points _f
RFQ/P document. ’

B) Qualifications
Contractor appears to be exceptionally well qualified 15 points Jis

to perform the services sought in the RFQ/P,-and has - -
extensive experience in providing services requested.

C) Credibility of Proposed Operating Plan
Contractor’s proposed system Operating Plan is 30 points 2 3
Comprehensive, appears to meet all system requirements,
and is conceptually reasonable, and realistic.

D) Credibility of Proposed Transition Plan
The Contractor appears to fully understand the District’s 20 points ) O
needs, made evident by suggestions for transition,
improvements, and innovations. The methodology to
deal appropriately with the transition from District
operations to contractor operations and the method of

10
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Mountain Water District
B Reguest for Propasals
Operation, Maintenance & Management

staffing the facilities is realistic and will work well.

E) Professional References
Excellent references from existing or former rural 15 points ! £

client-communities past clients.

18

F) Price Competitiveness
Price offered for the initial contract services period 15 points
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.

VL. CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the
respective response with the corresponding letter, and number, as appropriate, such as Section
VI, Al, A2, etc.

A) In narrative form provide a Statement of Qualification. Specifically:

1. Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation;
provide the Federal Employee identification Number.

Provide a brief narrative history of the Contractor’s experience dealing specifically
with complete operation, maintenances, and general management of public water

- distribution systems, either singularly, or as a component of a broader service
responsibility or contract; and,

N

Provide a listing of all full-service contract operations, maintenance and
management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

(V5]

4. List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

5. Provide a list with names and phone numbers of clients/customers for which
operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

11
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

The Management Assessment Advisory Team will begin the review of proposals on
May 2™, 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. If such interviews are deemed
approprate, these will be conducted during the week of May 16, 2005. Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent
as appropriate.

If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

Presentation to Board on May 25, 2005 (tentative).

V. CRITERIA FOR REVIEW AND EVALUATION OF PROPOSALS

A) Completeness of Submission LMS
Submission include all information requested in the 5 points 4~
RFQ/P document.
o\ f e
Y% o B) Qualifications
\f‘”‘w - = Contractor appears to be exceptionally well qualified 15 points V.
F“‘ Sfa . ~ to performr theservices sought in the RFQ/P, and has - o
ag & extensive experience in providing services requested.
C) Credibility of Proposed Operating Plan
e Contractor’s proposed system Operating Plan is 30 points Z5
il i Comprehensive, appears to meet all system requirements,
hg"'.\-,,w"' ;\PX and is conceptually reasonable, and realistic.
Ll
i
o \.,:”"ﬁ)) Credibility of Proposed Transition Plan
£ d.‘? The Contractor appears to fully understand the District’s 20 points e
LA “‘}m _needs, made eviden’g by suggestions for transition,
i 2 ;}v \ improvements, and innovations. The methodolo_gy to
~"U§} e deal appropriately with the transition from District
- “" f} operations to contractor operations and the method of
W
#b
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Mountain Water District

v Request for Proposals

Operation, Maintenance & Management
staffing the facilities is realistic and will work well.

E) Professional References
Excellent references from existing or former rural 15 points ts

client-communities past clients.

F) Price Competitiveness

Price offered for the initial contract services period 15 points
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.
Forme (less PE&) nle

VL CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the

respective response with the corresponding letter, and number, as appropriate, such as Section
VI, Al, A2, etc.

A) In narrative form provide a Statement of Qualification. Specifically:

1. Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation;
provide the Federal Employee identification Number.

2. Provide a brief narrative history of the Contractor’s experience .dealing specifically
with complete operation, maintenances, and general management of public water

distribution systems, eithér singularly, or as a component of a broader servicé =

responsibility or contract; and,

3. Provide a listing of all full-service contract operations, maintenance and
management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

4. List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

5. Provide a list with names and phone numbers of clients/customers for which

operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

11
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

The Management Assessment Advisory Team will begin the review of proposals on
May 2", 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. 1f such interviews are deemed
appropriate, these will be conducted during the week of May 16, 2005. Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent
as appropriate.

If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

Presentation to Board on May 25, 2005 (tentative).

A) Completeness of Submission
Submission include all information requested in the S points 57
RFQ/P document.

B) Qualifications ~

Contractor appears to be exceptionally well qualified 15 points -
“to perform the services sought in the RFQ/P, and has -~ -~ - -
extensive experience in providing services requested.

C) Credibility of Proposed Operating Plan )
Contractor’s proposed system Operating Plan is 30 points <
Comprehensive, appears to meet all system requirements,
and is conceptually reasonable, and realistic.

~3

D) Credibility of Proposed Transition Plan
The Contractor appears to fully understand the District’s 20 points
needs, made evident by suggestions for transition,
improvements, and innovations. The methodology to
deal appropriately with the transition from District
operations to contractor operations and the method of

Lo

10
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Mountain Water District
Request for Proposals
Operation, Maintenance & Maragement

staffing the facilities is realistic and will work well.

E) Professional References

. . g
Excellent references from existing or former rural 15 points ' =
client-communities past clients.

F) Price Competitiveness

Price offered for the initial contract services period 15 points =
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.

VL. CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the
respective response with the corresponding letter, and number, as appropriate, such as Section
VI, Al,, A2, etc.

A) In narrative form provide a Statement of Qualification. Specifically:

de

W

Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation;
provide the Federal Employee identification Number.

Provide a brief narrative history of the Contractor’s experience dealing specifically
with complete operation, maintenances, and general management of public water

distribution_systems, either singularly, or as a component of a broader service

responsibility or contract; and,

Provide a listing of all full-service contract operations, maintenance and
management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

Provide a list with names and phone numbers of clients/customers for which
operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

11
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Mountain Water District
Request for Proposals
Operation, Maintenance & Management

RANKING OF CONTRACTORS/NEGOTIATION PROCEDURE

The Management Assessment Advisory Team will begin the review of proposals on
May 2™, 2005. During the review and selection process, the Board will select one or
more proposals deemed to be most responsive and may elect to conduct interviews
with the Contractor(s) as part of the evaluation process. If such interviews are deemed
appropriate, these will be conducted during the week of May 16, 2005. Subsequently,
if on site visit(s) are deemed appropriate, these will be scheduled with the respondent

as appropriate.

If these negotiations are not successful they will be terminated and the firm which
received the next highest score will then be invited to negotiate, and so on. Once
verbal agreement has been reached with a firm, the Board of Commissioners will then
announce the name of the selected firm and conduct a special meeting to introduce
representatives of the firm to the general public and invite public comment.
Subsequently, the Board shall place the consideration of a service contract on a
regular meeting agenda.

Presentation to Board on May 25, 2005 (tentative). W
/(B STAm

V. CRITERIA FOR REVIEW AND EVALUATION OF PROPOSALS

yma
A) Completeness of Submission
Submission include all information requested in the S points
RFQ/P document.

B) Qualifications -
{

Contractor appears to be exceptionally well qualified 15 points
to perform the services sought in the RFQ/P, and has
extensive experience in providing services requested.

C) Credibility of Proposed Operating Plan
Contractor’s proposed system Operating Plan is 30 points
Comprehensive, appears to meet all system requirements,
and is conceptually reasonable, and realistic.

D) Credibility of Proposed Transition Plan
The Contractor appears to fully understand the District’s 20 points
needs, made evident by suggestions for transition,
improvements, and innovations. The methodology to
deal appropriately with the transition from District
operations to contractor operations and the method of

10
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'5 Mountain Water District
Reguest for Proposals
Operation, Maintenance & Management

staffing the facilities is realistic and will work well. alliance
Bl e

um@

E) Professional References
Excellent references from existing or former rural 15 points
client-communities past clients.

F) Price Competitiveness
Price offered for the initial contract services period 15 points  _ -
is very competitive and favors the District;
and the price adjustment formula is fair and equitable.

VL CONTENT & FORMAT OF STATEMENT OF QUALIFICATION

The Contractor is required to address completely each time in this section, identifying the
respective response with the corresponding letter, and number, as appropriate, such as Section
VI, Al A2, eic.

A) In narrative form provide a Statement of Qualification. Specifically:

1. Clearly identify the Contractor, providing the full corporate name, address, phone
and fax numbers, and the name and date of organization or incorporation, indicate
whether the entity is a unit of government, corporation, partnership, or other:
provide the names of the board members, principal stock holders, or partners as
appropriate; note the state and/or country of registration of the corporation;
provide the Federal Employee identification Number.

[N

Provide a brief narrative history of the Contractor’s experience dealing specifically
with complete operation, maintenances, and general management of public water

- distribution- systems, - either singularly, or-as-a component of-a broader service -
responsibility or contract; and,

Provide a listing of all full-service contract operations, maintenance and
management contracts which the Contractor has currently, citing the gross annual
amount of each contract and the start date and term of each.

(93}

4. List the number of staff to be assigned to this project providing a brief resume of
the training and related experiential qualifications of each; name and provide the
license number of the individual to serve as system operator/manager, providing a
full resume of training and work experience.

5. Provide a list with names and phone numbers of clients/customers for which
operation, maintenance, and management services involving water systems similar
to the District’s have been provided in the last five (5) years.

11
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{A 2C REGIONAL DETENTION BASIN C6
1G ESTATES DEVELOPMENT, LLC

be reczived by Delong Development, LLC at the
2a Road, Sulte 100, Lexinglon, KY 40511, until
i, for furnishing [obor and matarials and parform-
for Bids, General Condlifions, Specificalicns and
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174 LEGAL NOTICES

ADVERTISEMENT
——FOR BIDS——
The Fayette County
Board of Education
will recelve sealed
bids in the Purchas-
ing Office, 701 East

Main Street, Room

p.m. E,S.

Sale of Surplus Used
Books. Bids should
‘be sealed

fications may be
obtalned at 701 East

until 4;:00 p.m.,
weekdays. E
327450

FOR BALE :
19295 Ford Mustang,
VIN

#
1FALP4044SF269255
to be sold to recover
losses far towing &
storage, Cast pursu-
ant to KRS 376.275.
Date of sale will be
4/22/05. Time 12
noon at location of
Glencoe Tlre-
Towing-Truck &
Auto Repalir Inc.,
4170 Hwy 127, Gien-
coe, KY 41046. Seller
has minimum re-
serve bld o} vehicle.
——————JsT

174 LEGAL NOTICES

REQUEST FOR
QUALIFICATIONS/
PROPOSALS

The Board of Com-
missioners of the
Mountain Water
District requests
statement of qualiti-
cations and price
proposals (RFQ/P)
from capable gov~
ernmental entities,
non-profit corpora-
tions, or private
caompanlies inter-
ested in providing
operations, mainte~
nance, and man-
agement services to
the Mountain Water
Dlstrict by means of

a contractual
aareement. The
Mountain Water
District will accept
RFQ/P submiffalsI

until 2:00 pm, April.

25, 2005.

An RFQ/P packet
containing informa-
tion about the project
and criteria, which
may be used to se~
iect the manage-

obtalned by con-
tacting Kimberly
Hunt at the Moun-
taln Water District,
at 606-631-9162, ex-
tension 303.

The Mountain Water
District s an Equal
Opportunity Em-
plover and encour-
‘ages responses from
all qualltied tirms.
The Mountain Water
District reserves the
right to reject any or
all submittals.

Will Brown
Mount?in Water

Distric :
-326065
Carverbullder .
oo dievied b, Fvwy Yoy

UK DIVISION OF
COMMUNICATION
DISORDERS

PUBLIC MEETING
Monday, April 18, 2005
4:30 - 5:00 p.m.,
Unlversity of Kentucky
harles T.
Wethington, Jr.

Bullding .
900 South L
Thomas C. Roblnson

Commeoens, Room 127
Lexington, KY

mestone

Relating to Applica-

tion for Re~
accreditation sub-
mitted to the Councll,
on Academic Ac-
creditation of the
Amerijcan Speech-
Langvage-Hearing
Association

Who can submit

ADVERTISEMENT
FOR BID

R Bl
Bids will be recelved
in the Offlce of Sup-
port Services at
Morehead State Unl-
versity, Support Ser-
vices Complex 1o~

the department indl-
cated no later than
the date below:

INVITATION TO BID#
. RFP-01-04

CONIMODITY

PERKINS LOAN
ACCOUNTS

CLOSING DATE
05710705 4 PM

- RE E8TI
DREPARTMENT
ACCOUNTING &
BUDGETARY
CONTROL

Blds will open at date,
time and place
shown above, Any-
one wishing fo bid
may_ do so by con-
tacting Morehead
- State University.

LADgNNA

SPECIALIST IV
OFFICEOF .
SUPPORT SERVICES
MOREHEAD STATE
UNIVERSITY

5 127668

INVITATION TO BID

NOTICE Is hereby
gilven by the
Lexington-Fayette
Urban County Gov-
ernment that bids
will be received in
the Office of the Di-
rector of Central
Purchasing, 200 East
Main Street, Lex-
ington, Kentucky,
for:

Iinvitation to Bid
#60-2005 Industrial
Metal shelvina For
Furrows Bullding

Bids wili be received
until 2;:00 PM, on
4/18/2005 at which
time they wlll be
opened and read
If mailed,
bids should be ad-~
dressed to DIVISION
OF CENTRAL PUR-
CHASING, 2008 E.
Main Street, Lex-
Ington, KY, 40507.

* Bid Invitation Num-

bers MUST AP~
PEAR on the-outside
of the enveiope.

Bid forms and other
specifications may
be obtained from the
Director of Central
Purchasing. .

325664

Public comments re-
lated to programs
may inciude re-
marks submitted by
Interested parties
such as faculty, stu-
dents, program ad-
minlstrators, related
organizations, or in-
dividuals receiving
clinical services,

Types of comments
consldered:
Caoamments should

ralata ¥n = nromram’e

NOTICE

Choes Pub Restau-
rant LL.C, malling
address 2628 Rich-
mond Rd, Lexing-~
ton, KY 40509 hereby
declares intentions
to apply for a Res~-
taurant Liquor &
Beer License, no
later than 4/8/05, the
business to be li-
censed will be lo=-
cated at 2628 Rich-
mond '3’ 4

[PV SO W v -

B 174 1EGAL NOTICES|l] 174 LEGAL NOTICES]

REQUEST FOR

PROPOSAL
Notice Is hereby
given by the

texington-Fayette
Urban County Gov-

of the Directaor of
Central Purchasing,
200 East Malin Street,
Lexlngton, Ken-
tucky for:
Reguest for Proposal:
#12-2005 ERP Soft-
ware and Imple-
mentation Services

Proposals will be re-
celved until 2:00 PM
local time on
4-22-2005 at which
time they will be re-
viewed. If malled,
proposals should be
addressed to DIVI-

Proposal forms and
other specifications
may be obtained
from the Dlvislon of
Central Purchaslinp
by calling {859%9)
258-3320.
307424

452 OPRORTUNTIES/
FRANCHISES -

US

MY PLAC
‘RESTAURANT
& PUB 859-419-1084
325369
SALON, Spaclous,
Priced right. PO, Box
910039 Lex, 40591

323030
456 . CREDIT .
ADVANCE FEE
LOANS OR

' CREDIT
OFFERS

Companies that do

business by phone
can’t ask you to pay
for credit before you
aet it'. For more info,

public service mes-
sage from the Lex-
ington Heraid-~
Leader and the FTC.

|

i
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O PRE-
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{S.
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| parties
£$10 each
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NOTICE
ance with
B.14-070,
[nsurance
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on. Be
that any
person(s)
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¢ Quality -

2 Services,
Box 3847,

.KY 41502 .
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g maiden

B3 1 S,

RS Yy
650 - LEGALS

O P T R T g, e T
_ ADVERTISE-
MENT
FOR BID

. The .Pike County

Fiscal Court is
accepting - sealed

bids for- Franchises. -

for Cable Television
Systems that wish
to operate. within
the confines of Pike
County, Kentucky,
pursuant - to

‘Ordinance Number
" 06-07-04.014, and -

must theet all the
terms and condi-

. tions of the ordi-

nance,

Sealed bids will be
accepted until
10:00 am., . local
time, on April 14,

2005. Franchise(s)’

to this request will
be non-exclusive for
a ten (10) year peri-

.od.

'Bids ) must be

returned to Rdse
Farley, Fiscal Court
Clerk of the Pike
County: . Fiscal
Court, 146 "Main
Street, Pikeville,
KY 41601.

Sealed bids mﬁst Be
clearly marked

“Cable Television"

Franchise Propos-

18

‘ree L] 3 NS

T A P )
" 650 - LEGALS
e T TR P, JET R R
ADVERTISE-
MENT
FORBID
The Pike County
PFiscal Court 1is
accepting  sealed

‘bids for the pur-

chase of the follow-
ing: . h
Six (6) new 2005
tandem axle
dump trucks
Bids will be accept-
ed until 11:00 a,m.,
local time, April 14,
2005. The method
of award will be the
lowest
bid. 5
Specifications and
bid forms may be
obtained Monday
through Friday
from 8:00 am, to
4:80 p.m., local time
from Karen Friend,
Director of
Purchasing, Pike
County Court-
house, " 146 Main
Street, Pikeville,
Kentucky, or by
calling (606) 432-
6288. Bid forms
must be returned to
Rose Farley, Fiscal
Court Clerk of the

Pike County. Fiscal-

Court, 146 Main
Street, Pikeville,
KY 41501, .
The bid opening

-will be April 14,

2005, at 11:00 a.m.,
local time in the

courtroom, located.

ae 2hn manand flasw

"The

" the

evaluated

- The

650 -~LEGALS

REQUEST FOR
QUALIFICA-

" TIONS/
PROPOSALS
Board of
Commissioners of
. Mountain
Water District
requests
ments of gualifica-

-tions and price pro-

posals * (RFQ/P)
from capable gov-
ernmental entities,
non-profit corpora-

tions, , or private
companies interest- -

ed’” in providing
operations, mainte-
nance, and man-
agement services to
the Mountain
Water District by

means of a contrac- .

tual  agreement.
Mountain
Water District will
accept RFQ/P sub-
mittals until 2:00

" pm, April 25, 2005.

An RFQ/P packet
containing informa-
tion about the proj-
eci and criteria,
which may be used.
to select the man-
agement firm may
be obtained by con-
tacting Kimberly

Hunt at  the
Mountain Water
District, at 608-

631-9162, éxtension
303.

The Mountain
Water District is an
Remal Onnartimity

state-
" . Press As{

- Frankfort, X

* Price inclu

- for more inj

. player need

‘Serious }

.800-805-458
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REQUEST FOR QUALIFICATIONS/PROPOSALS

The Board of Commissioners of the Mountain Water District requests statements
of qualifications and price proposals (RFQ/P) from capable governmental
entities, non-profit corporations, or private companies interested in providing
operations, maintenance, and management services to the Mountain Water
District by means of a contractual agreement, The Mountain Water District will
accept RFQ/P submittals until 2:00 pm, April 25, 2005.

An RFQ/P packet containing information about the project and criteria, which
may be used to select the management firm may be obtained by contacting
Kimberly Hunt at the Mountain Water District, at 806-631-9162, extension 303.

The Mountain Water District is an Equal Opportunity Employer and encourages
responses from all qualified firms. The Mountain Water District reserves the right
to reject any or all submittals.

Will Brown
Mountain Water District
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UTILITY MANAGEMENT GROUP
Your Utility Experts

April 25,2005 -

Board of Commissioners
Mountain Water District
P.O. Box 3157
Pikeville, KY 41501

Dear Commissioner:

Enclosed please find the proposal for the Operations, Maintenance and
Management of the Mountain Water District. As the primary provider of potable water
and wastewater treatment services in Pike County, Kentucky, Mountain Water District
consists of a integrated system of treatment plants, both water and wastewater, storage :
tanks, pump and pressure reducing stations and miles of distribution and collection lines.
These attributes, coupled with the rugged topography of this large county, make the
operations of the system difficult.

Utility Management Group offers years of experience in the operations and
management of just such systems. Though a newly formed company, the key personnel
possess an energy and mode of forward thinking, as well as decades of combined
experience, that will allow the District to expand while reaching new levels of service.

You will find the information in our proposal follows the direction of your
Request for Proposals, in a clear and concise format for ease of review. We look forward
to the opportunity to work with you in this collaborative partnership.

If you have any questions or need further information, please contact me at your

convenience at (606) 437-7454.

Sincerely,

-fgif by 7 }{f"‘t/
A ]\/ 7

GregMay /
Utilities Management Group

BD. Box 663, Corbin, Eentucky 40701
Phonz: §96-523-2454 - Fax: 6H06.528-1770
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EXECUTIVE SUMMARY

Utility Management Group LLC, (UMG) proposes to contract with the Mountain Water
District (District) to provide all services required for proper and professional operations,
maintenance and management of the District’s water and wastewater treatment facilities
and distribution and collection systems. As proposed, the District will retain ownership of
all facilities and equipment and complete control of its finances.

UMG is a new corporation focused solely on the provision of cost effective and efficient
operation and management services of rural water and wastewater utilities. Though
recently incorporated, the company boasts the varied experience and tested expertise of
its chief operating officer, a public utility manager, Mr. Greg May, and owner/manager, a
business and financial planner, Mr. Archie Marr, CPA.

UMG proposes to offer positions to the District's superintendent and all other current
employees of the District. Using tested up-grade training methods and by increasing
employee benefits, the corporation seeks to build an energized personnel team fully
capable of maintaining and expanding the District's excellent service record while keeping
pace with one of the highest demands for water and wastewater service development in
Kentucky. As proposed UMG will be able to provide all services and accomplish all
management goals within the District’s current budget amount.

UMG is familiar with all regulatory requirements under which the District must operate and
assures full and consistent compliance with both water quality and service quality
standards as established by the Kentucky Division of Water and the Kentucky Public
Service Commission, respectively and those of the District.

Finally, UMG is owned and directed by professionals who are Kentuckians. Corporation
principals know of and place high value on the commitment and dedication of citizens
who serve on water district boards of commissioners and other public bodies.

In closing, UMG pledges to provide open and constant communication to the Mountain
Water District board of commissioners and to report routinely and as requested regarding
the business status and operational condition of the system while shouldering all of the
day to day personnel management obligations and operationa%abilities of the system.

. By // . . / ;
/é(/f%c/ f//’//(;/%’z/\ /Jag 7%’7
Mr. Archie Marr ¥ ,,l(/lr. Greg May

Date YL~ 05

1 YIMG
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GENERAL STATEMENT OF QUALIFICATIONS

The following Statement of Qualifications complies with the directive set out in the
District’'s RFQ/P, Section VI and all entries will be marked accordingly.

A1

Contractor Information

Name and Address

Utility Management Group, LLC
500 Summit Drive

P.O. Box 663

Corbin, Kentucky 40702

Phone Number: 606-528-2454
Fax Number: 606-528-1770

e-mail: archiemarr@umalic.net

Name and Date of Incorporation

Utility Management Group, LLC

State of Incorporation

Commonwealth of Kentucky

Type of Entity

Limited liability corporation

Name of Owner/Manager

Archie L. Marr
FEIN Number

20-2621526

Utility Management Group, LLC
258 Town Mountain Road
Suite 101

Pikeville, Kentucky 41501

Phone Number; 606-437-4754
Fax/ Number: 606-437-5083

e-mail: gregmay@umallc.net

February 12, 2005

Livie

e



Mountain Water District
Operations, Maintenance & Management

A.2 _ Key Personnel Experience

Utility Management Group (UMG) is a newly formed company located in Eastern
Kentucky. The company is committed to managing and staffing projects using local
resources and other expertise to manage and maintain water and wastewater utilities
throughout Eastern Kentucky. As described in detail below, the founder and operating
officer have the necessary experience in the utility management and financial fields to
effectively optimize existing facilities and to develop approaches to cost effectively
meet changing regulatory requirements, discharge standards and operational
requirements.

Greg May
The Utility Management Group team will be lead by Project Developer and
Chief Operating Officer Mr. Greg May. Mr. May brings to this role a unique
blend of management experience, from the mining industry and utility
distribution, as well as organizational skills and project development
experience. He served as Executive Assistant to the Pike County Judge-
Executive for three years. Prior to joining Utility Management Group he served
as Area Vice President for Veolia Water, the largest contract management
company in the world. He first served as project manager for the Pikeville
public works project which included a 6 MGD water plant, 18 water storage
tanks, 14 water pump stations, 74 miles of water distribution lines, 2 MGD
wastewater plant, 14 pump stations and 54 miles of collection lines. The scope
of the Pikeville Project also included full public works such as customer service,
meter reading and meter replacement program, natural gas distribution,
sanitation services (collection and transfer station), handling industrial leachate,
parks maintenance and street maintenance. After becoming Area Vice
President of Operations for Veolia Water serving Kentucky, Virginia and West
Virginia Mr. May managed water and/or wastewater utilities in 13 cities and
water districts as well as one state of the art private industrial wastewater plant.
These projects had combined operation revenues of 14 million per year and
approximately 220 employees. Mr. May took the lead role in developing and
doing the 'due diligence’ analysis on the one billion dollar contract for
operations and maintenance for the water and sewer systems for the Norfolk
Naval Yard for Veolia Water. Mr. May helped coordinate a distribution system
expansion for Southern Water in Floyd County growing a customer base from
3,800 to more that 7,000.

- e
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Archie Marr

Another key member of the team will be Archie L. Marr, president of Marr, Miller
& Myers, PSC. Mr. Marr is a Certified Public Accountant and has great
expertise in management advisory services, business and financial planning,
acquisition and valuation strategies, and immense knowledge of auditing. Mr.
Miller was also director of training for Monroe Shine & Company, CPA’s. Mr.
Miller resides in Corbin, Kentucky and has experience throughout eastern
Kentucky managing and auditing special projects for large corporations. Mr.
Miller will serve as CEQ/CFO of Utility Management Group, LLC.

A full resume of Mr. May and Mr. Marr is provided in Appendix A.

A.3  Contract Managament Experience & Amounts

Utility Management Group, LLC, was incorporated in February 2005. The contract
proposed with Mountain Water District will be the corporation’s first full service
contract for operations, maintenance and management. The demonstrated business
experience and expertise of the owner, Mr. Archie Marr and the demonstrated utility
management experience and expertise of Mr. Greg May and the extensive on-site
project management experience and expertise of Mr. Will Brown ---serving jointly as
the on-site project leadership team —-assures the District that it is placing its facilities in
the hands of professional utility managers.

More specifically, over the last five years Mr. May oversaw four operation and
management contracts amounting to approximately $14m annually and oversaw the
implementation of capital infrastructure projects in excess of $53m. Similarly, during
the same time period, Mr. Brown managed the District’s operations at an annual
average of approximately $7m while administering capital improvement projects
amounting to nearly $50m.

A.4 Assigned Staff

The Chief Operating Officer for Utility Management Group will be Greg May. Mr. May
has a vast amount of experience in the operations of water and wastewater utilities. In
the past six years, Mr. May has been the senior manager over operation and
maintenance of utilities for 13 different cities and water districts throughout

& LIS
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Kentucky, Virginia and West Virginia. The projects vary in size from three (3)
employees to sixty (60) employees and in wastewater plant size from 100 thousand
gallons per day to 2 million galions per day and in water plant size from 250 thousand
gallon per day to 6 millions gallon per day. These systems contain over 200 sewer lift
stations, 75 water pumping stations and tanks, 800 miles of water line, varying from
1.5" to 16" in size, and approximately 300 miles of sewer line. Mr. May has proven to
be an effective manager to municipal facility owners in developing and enhancing
existing water and wastewater systems. The focus will be delivering the maximum
value while minimizing major capital expenditures. During the operations stage, Mr.
May will work with the owner to optimize existing facilities and to develop approaches
to cost-effectively meet changing regulatory requirements, and operational
requirements.

Another member of the team will be Will Brown, current Superintendent of Mountain
Water District. Mr. Brown has more than nineteen (19) years of
Management/Supervisory experience in water distribution operations, including
booster pump station installation and maintenance, storage tank maintenance, water
main construction, corrosion control, meter reading, billing, budgeting, water
treatment, wastewater treatment operations and maintenance, design and
construction of both water treatment and wastewater treatment system projects using
recently developed technological advances in the treatment scheme. In the event of
contract award Mr. Brown will continue to serve as Project Manager/Superintendent

for Utility Management Group.
A full resume of Mr. Brown is provided in Appendix A.

A key component of the UMG staffing and management plan for this project involves
employing all of the District's existing staff. These individuals know in-place
operational methods and their participation is critically important to assure seamless
continuity in service delivery as the District transitions to contract services.

UMG will offer in writing a position to each employee currently working at Mountain

Water District in Pike County. Each employee will be paid their current wage and be
provided a benefit package that exceeds that which is currently provided.

UMG'’s proposed organizational structure is fully illustrated in the following Figure 1.

5 HVE
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A.5 Operations, Maintenance and Manaoement Experience

The following table illustrates the clients for which operations, maintenance and
management services involving water systems similar to Mountain Water District’s
have been provided service in the past 5 years, under the direction and/or supervision
of Mr. May.

Projec , | Location | . . Contact
Paul Hunt Thompson
Southern Floyd County Water & Floyd County Fiscal Court
Sewer Floyd County, KY 149 8. Central Ave
Prestonsburg, KY 41635
606-886-9193
Sam Kapourales, Former Mayor
566 Maple Street
Ci illi i wv
ity of Williamson Williamson, Williamson, WV 24620
304-949-3265
Frank Justice, DVM, Mayor
118 College Strest
ikevill : by
Pilseuille Puble Works ookl Pikeville, KY 41501
606-437-5100
‘Donald Baker, Mayor
; ’ P.O. Box 456
Town of Clintwood Clintwood, VA Clintwood, VA 24228
276-826-8383
Ken Horton
. . 305 Ring Road
CDR Pigments . ,
DR Pigments Elizabethtown, KY Elizabethtown, KY 42701
270-737-1700
Wayne Macy, Mayor
| Hardinsburg Public Works . 220 S Main Strest
: rdinsburg, KY a
RGeS Hardinsburg, KY 40143
L 270-756-2213

Detailed information on these clients provided in Project Profiles sheets found at the
end of Section Il.
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A.B6 Subcontraciors

Water Quality Analysis

UMG will negotiate with all qualified laboratories located in or adjacent to the
District service area to secure contract(s) for independent water quality testing
and reporting services. Itis reasonable to expect that contracts will be secure
with one or more of the following firms:

Appalachian States Analytical Services
181 Long View Drive
Pikeville, Kentucky 41501

McCoy & McCoy Environmental Services
173 Island Creek Road
Pikeville, Kentucky 41501

Insurance

UMG has secured a competitive array of insurance products that will guarantee
a sound employee benefits package, provide for corporate liability and vehicle
coverage and provide for workman’s comp.

These include the following:

Health: Blue Cross & Blue Shield
Dental: Delta Dental

General Liability:  Acordia of Kentucky ($2m)
Workman’s Comp: AlG

Corporate Vehicle: AIG

Umbrella Policy:  Acordia of Kentucky

Note: documentation relating to each type of insurance provided in Appendix A.
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Quality Testing

UMG will contract with Analytical Products Group, Inc., to provide water quality
sampling method testing for all employees engaged in the water treatment or
wastewater treatment processes.

Analytical Products Group, Inc.
2730 Washington Boulevard
Belpre, Ohio 45714

Phone: 800-272-4442

A.7__Non-monetary Terms and Conditions

The following constitute the only non-monetary terms and conditions proposed
by UMG and subject to negotiation with the District that are to be incorporated
into the contract agreement to be executed by the District and UMG.

8. Retention / Dismissal of Employees

Pursuant to the proposed contract agreement between the District and UMG,
UMG agrees to employee all current employees of the District at the time of
contract signing and continue to employee these individuals for a period of least
six (6) months. During this period, UMG will conduct interviews, review
records, conduct drug tests, and implement other procedures to assess
personnel resources and measure productivity. The information obtained from
this activity will be used to develop up-grade training programs for employees.

However, at any time during the initial six (6) month period of the contract, if
any employee engages in any publicly reprehensible act, such as harming or
threatening to harm others, lewdness, destruction of property, or is convicted of
theft, public intoxication, or other act which grossly violates the proper
demeanor and deportment of an individual representing either the District or
UMG, such employee may be dismissed immediately.

8 IIRATS
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b. Selection/Elimination of Vehicles. Tools and Equipment

Due to the health and safety concerns associated with the condition and
state of repair of vehicles, tools and equipment belonging to the District

and to be used or intended for use by UMG in camrying out its obligations
to operate and maintain the District's facilities, UMG reserves the right to
evaluate, and accept or reject any item or items as it deems appropriate.

c. Undisclosed Regulatory Violations, Lawsuits or Other Similar Matter

UMG shall not be liable for nor in any way be responsible to resolve,
correct, settle, or pursue redress on behalf of the District for any
undisclosed violation(s) of regulation(s), law suits, complaints, or similar
matter that is not fully disclosed by the District prior to the time of
contract signing.

9 3
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Municipal Wastewater Project

CLIENT: City of Clintwood
LOCATION: Clin.twood, iKY

BUDGET: $110,000 / year

PROJECT DESCRIPTION:

Greg May led the team of professionals who negotiated, and put into application the
plan for operations, maintenance and management (O&M) of a 0.5-MGD oxidation ditch
type wastewater treatment plant for the Town of Clintwood, Virginia. This project also
includes O&M responsibility for sludge land application operations; processing 71-dry-tons-
per-year of sludge, as well as septic waste receiving

and effluent reuse operations. Facilities ~ 0.5-MGD Oxidation Ditch WWTP
: , ; ,’S_c'ope"bf. * Operate/Maintain/Manage
Under his leadership the city was able to finance Services . =
; 3 ; = s Land Application of Biosolids —
more than $50,000 in project improvements after <" 71 dry tons per year
contracting for O&M responsibility of the Town'’s _ « Septage Recelving
wastewater facilities. » Effiuent Reuse

startDate 1989

Population 1,250
Served

To achieve a stronger and more efficient system, the
team also completed a vibration analysis on all
major equipment. As a result, some equipment was
scheduled for repair by the manufacturer while still
covered under warranty.,

Additionally, Mr. May instituted a Safety First
Program, which is practiced in earnest at the Clintwood project. Staff has operated more

than 12 years without a lost-time accident.

Experience gained whils with previous employer




Pikeville Public Works

CLIENT: City of Pikeville
LocaTion:  Pikeville, KY
BUDGET: $4,000,000 / year

PROJECT DESCRIPTION:

Wastewater ® 2-MGD Extended Aeration

Facllities

Greg May was instrumental in developing this
Public-Private Partnership, which began in 1987 with a
contract for the operations, maintenance and management  yagar
(O&M) of the City's wastewater system, now involves the Facilities
operation and management of the public works and utility
systems (water, wastewater, natural gas, and sanitation),
systems that serve a population of more than 7,000.

. Scope of

Under his leadership the City’s contract was been Services -
renewed or extended seven times, He managed personnel
who provided O&M for the City of Pikeville's utility systems,
including water, wastewater, natural gas, and sanitation.
Our first contract with the City was in 1987, and involved
providing complete O&M services for the City's existing
trickling filter wastewater treatment plant, as well as their
4.8-MGD water treatment facility.

Awards and Recognitions:
+ Governors Environmental Award for Best Operated

Water Treatment Facilities.
»  KNREP Outstanding Community Water Management

Start Date

Population

Award Served
+  AWWA Top 5 small plants in state

Wastewater Treatment Plant
* Sludge Disposal — 388 dtpy
o 14 Pump Stations
Collection System (54 miles)

s 5-MGD Surface WTP

» Raw Water Pump Station (4
MGD)

» 18 Water Towers

s 14 Water Pump Stations

¢ Distribution System (74 miles)

» Operate/Maintain/Manage

» Full Public Works

s Customer Service

e Meter Reading and Meter
Replacement Program (Water)

¢ Collection and Distribution
Systern Rehabilitation

e Septage Receiving

» Natural gas distribution

¢ Sanitation (collection and
transfer station)

o Industrial Leachate

o Customer Service

¢ Parks/Cemetery Mainienance
& Landscaping

e Swimming Paol

e Ballfield Scheduling

1987 - Ongoing
7,000

* Experience gained while with previous employar




Industrial Water Reclamation Facility

CLIENT: CDR Pigments

LocaTiON:  Elizabethtown, KY
Facilities  0.55-MGD industrial water
reclamation facility
BUDGET:  $ 3,400,000/ year Scope of # Design/Build
Services o Financing
@ |ease/Ownership
PROJECT DESCRIPTION: ¢ Operate/Maintain/Manage
Greg May was instrumental in providing SRR
design/build/finance/own/operate/maintain/mana
ge services upgrades to an industrial water
reclamation facility treating industrial wastewater
to process water quality. Memtek® microfiltration, reverse osmosis, crystallization, salt
dewatering, cooling towers and boilers are critical components in the treatment process.

Additional responsibilities exceeding managémént included financing , design, and
construction of many system improvements and upgrades.

Experience gained while with previous employer




Southern Floyd County Water & Wastewater

CLIENT: Southern Water & Sewer District
LocaTion:  Floyd County, KY

BUDGET: $ 1,300,000 / year

PROJECT DESCRIPTION:

Under a contract that began in 2000, Greg May assisted the Southern Water and Sewer District of
Floyd County, Kentucky, as they contracted for private management and operations to expand the

District's water system and find solutions to water

losses. Facilities
A public-private partnership was formed in May
2000 to expand the District's water system and find
solutions to water losses. Under this long-term,
20-year, contract, he lead the efforts to the design,
financing and construction of 24 miles of new
distribution system, adding three pumps and three
tanks, to bring 500 additional connections into the
water and sewer district. A second expansion
project followed to bring additional customers onto
the system. A third segment is underway that will
bring the total of additional lines to approximately
100 miles and new connections to some 1,500.

Scope of
Services

Additionally, Mr. May has implemented a
management program to help integrate the Beaver-
Elkorn and Mud Creek water districts into the newly
formed Southern Water and Sewer District.

Start Date

Most importantly he developed an innovative plan to
reduce the financial impact of the improvements and
expansion on the District and the residents.

Servad

Population

e 2-MGD Surface Water
Treatment Plant

» Distribution System (285
miles)

* 25 Pump Stations

¢ 24 Water Sforage Tanks (2.8
MG)

* 0.1-MGD Extended Aeration
Wasiewater Treatment Plant
(startup 3/05)

o Operate/Malntain/Manage
Design/Build Services
Project Financing

Purchase 0.3 MGD

Meter Reading

Meter Replacement Program
Billing/Collection

Customer Service

s Security Vulnerability
Assessment

e Capital Expansion Program

-]

]
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2000 — Ongoing through 2020
18,090

Experience gained while with previous employer




Regional Water & Wastewater

CLIENT: City of Williamson
LocaTion:  Williamson, WV
BUDGET: $ 1,800,000/ year
PROJECT DESCRIPTION:

Greg managed the effort leading to a successful
negotiated contract providing contract

operations, maintenance and management (O&M)
services for the utility facilities serving Williamson as
well as customers in Kentucky. His staff provided
comprehensive management and operations services
to Williamson's utility and public works departments.

Facilities

He also fostered the development pf customer service
program 24-hours-a-day, 7-days-a-week o ensure that
emergency repairs to the system are made promptly,
year-round, day or night.

Working with the utility clerk and a contract computer
vendor his provided oversight to the installation of a
new system in just three days so that billing could go
out on time. This new system added many features
that the previous system lacked, including a work
order tracking program to monitor customer requests.

Scope of
Services

tart Date

Served

Experience gained while with previous employer

1.5-MGD Envirex Activated
Sludge WWTP

13 Lift Stations
Collection System (23 miles)

4.2-MGD Surface WTP ~

5 Pump Stations

2 Booster Stations
Distribution System (75 miles)

Distribution System
Rehabilitation

7 Water Storage Tanks

Operate/Maintain/Manage
Meter Reading (water)

Meter Replacement Program
(water)

Customer Service (water)
Full Public Woerks

Fleet Maintenance

Solid Waste Collection

Land Application Program -
90 dry tons per year

1999
Population 4,250




Hardinsburg Public Works

CLIENT: City of Hardinsburg
LOCATION: Hardinsburg, KY
BUDGET: $ 1,300,000/ year

PROJECT DESCRIPTION:

Greg May assisted in the development of
a broad scope contract with the City of
Hardinsburg. This contract
encompasses O&M of the wastewater
and water systems, including treatment, collection and
distribution systems, water meter reading and
beneficial use of wastewater residuals. We also
manage the Public Works Department, including
streets and sanitation. This includes O&M of a 0.732-
MGD oxidation ditch activated sludge wastewater
treatment facility with processes including clarification,
disinfection, dechlorination, and reaeration. The 1.2-
MGD water plant removes iron and manganese from
raw lake water treated through chemical coagulation,
ClariCone™ clarification, dual-media sand filtration,
disinfection, post-disinfection, and lime softening.

Facilities

Scope of
Services

Under this contract his staff also acted as the City’s
agent for FEMA coordination following disastrous
weather events, and also provided expert input for
water intake studies to resolve the raw water quality
issues.

Start Date

Population
Served

Experience gained while with previous employer

0.732-MGD Extended
Aeration, Oxidation Ditch
WWTP

. o 5 Pump Stations

* Collection System (20 miles)
» 1.2-MGD Surface WTP
o 2 Pump Stations

» Distribution System (300
miles)

» 3 Elevated Water Towers

¢ 2 Standpipes

o Clear Well (1.7 MG)

o Operate/Maintain/Manage

« Public Works Depariment

» Sanitation

o Meter Reading

o Meter Replacement Program

e Liquid Land Application of
Class B Biosclids —
7.3 dry tons per year

1995
10,000
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OPERATIONS PLAN

The following Operations Plan complies with the directive set out in the District’s
RFQ/P, Section VI, A8, and all entries will be marked accordingly.

A. Staffing Plan

The UMG on-site management team will consist of Mr. Greg May, Chief Operating
Officer and Mr. Will Brown, Project Manager/Superintendent.

Generally, Mr, May will engage in methods of operation analyses, and will devise
adaptations and modifications to current methods to better assure achievement of
economies of scale, and conservation of resources. Additionally, Mr. May will be
charged with identifying and securing funding for system component rehabilitation
and up-grade, line extensions and other capital improvements on the District's
system.

Mr. Brown will continue to oversee the treatment plants for water and wastewater,
the distribution and coliection systems, all tanks and pumping stations, and new
line construction activities.

To assure continuity of service and smooth transition of staff from public
management to private management, all members of the District's current staff —
administrative, treatment, distribution and collection and construction -- will be
retained in their present positions and carry their current job duties and
responsibilities. System maintenance employees will be configured into teams,
initially conforming to the regions currently utilized by the District.

Thirty days after the start-date of system operations and management by UMG,
the District's board of commissioners will be provided a comprehensive
organizational chart illustrating assignments of all personnel.

'B. Description of Daily Operational Routine

The typical work day will start promptly at 8:00 a.m. and continue until 5:00 p.m.,
with 30 minutes for a lunch break. Routine maintenance work tasks will be carried
out as per assignment and by schedule established by the management team. All
non-routine maintenance activities, including response to customer service calls,
will be tracked electronically via a work order data base and management tool,
coordinated through the District's administrative office.
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All customer communication will continue to be logged and all customer accounting
transactions will be handled by the administrative office and tracked through the
work order software program and the District's accounting software. UMG
personnel will conduct all components of the billing and bookkeeping operation and
make daily deposits to that bank(s) and account(s) as determined by the District.

All emergencies, such as line breaks, pump failure and similar occurrence that
interrupts routine service will result in suspension of routine maintenance work
tasks to allow for appropriate and timely response by personnel. UMG wiill
respond immediately and make all necessary expenditures and invest whatever
amount of time  and personnel necessary to restore service, if and when service is
interrupted. As per contract, the management team will provide timely
communication to members of the District's board of commissioners if and when

an outage occurs and inform same when service is restored.

Generally, UMG will carry out all the day-to-day activities presently performed by
the staff of Mountain Water District. This work will involve the operation and
maintenance of all District facilities including its 2 mgd water treatment plant, 107
water pump stations, 97 water storage tanks, 31 pressure regulator stations, 23
master meter stations, 18 wastewater treatment plants, 25 sewer lift stations,
899 miles of water distribution line and 29 miles of sewer collection line.

UMG will provide all required personnel, equipment, pai'ts, supplies and other
specialty services needed to implement this project.

C. Enhancements to Operations and Maintenance of District Facilities

As the District's contracted operation and maintenance service provider, UMG
commits to:

Improved operational and maintenance efficiency within the water treatment
and distribution system and the wastewater treatment and collection systems to
ensure the delivery of high quality, professional service.

Conduct all customer service activities in a civil, polite and professional
manner, maintaining the District's “good neighbor” relationship with consumers

throughout the service area.

Guarantee compliance with the District’s water withdrawal and discharge
permits, and all other State of Kentucky and Federal regulatory requirements.

11 VIR
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Foster and maintain positive working relationships with staff of regulatory,
infrastructure planning and funding agencies at all levels.

Maintain the District's facilities so as to ensure their longer—térm viability and
proper return on the public’s investment.

Actively pursue greater efficiency in all aspects of the District’'s water and
wastewater systems, especially in their operations and maintenance systems
and methods.

Guarantee the safe operation of all facilities, protecting the employees and
customers of the system.

Foster effective communication and cooperation among all State, County, Area
and Municipal service entities.

Devise workable Operation and Maintenance Plans for the District's water
treatment plant and distribution system and wastewater plants and collection
systems,

D. Additional Services

Water & Wastewater Plant Laboratory Testing and Verification.

The water quality is most affected by the operation of the water plant.
Operating the plant involves monitoring, sampling, testing, analyzing and
reporting on the makeup of the water both before and after treatment to
determine what chemicals to add. The results of this testing are then
passed on to the State and Federal government for review. The
accuracy of to the testing is checked both by the State and the company.
This verification of test results is important because of public health.

UMG will implement a quality assurance/quality control program to
handle this verification. This program will include performing tests in-
house and contracting with a local lab. UMG will train the operators in
the most current laboratory techniques to ensure proper testing
procedures.

Process Control Management will be a major part of the Project
Manager's responsibilities. Training will be conducted to allow each
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Mountain Water District
Operations, Maintenance & Managemant

plant operator to timely assess whether unit processes are in or out of
control without being overly committed day-to-day involvement.
Monitoring effluent or finished water is not an effective "Control Plan”
because, at this point, serious trouble may aiready exist and prevention
control steps are limited. This will be the primary goal.

The secondary goal is to provide a process whereby other UMG
management personnel are notified when “exceptions” to normal
conditions occur. Timely notification is essential in keeping management
informed so that resources can be provided to assist in correction of
minor issues before they become major ones.

UMG will use the "Top Down” approach to process management. This
approach, and the data analysis structure that supports it, allows
management to routinely review and to respond to as necessary the few
leading or critical parameters rather than having to analyze all process
data.

Maintenance

UMG will carry out all the maintenance activities required by the District.
The effort will include both on-site staff and or special contractors who are
needed say to pull a large raw water pump. The maintenance work will
involve the water plant, wastewater plants, distribution system pipes pumps
and tanks, sewer collection pipes, sewer collection lines, tanks, customer
meters and vehicle fleet. The maintenance work covers four different
situations.

Preventive -- includes oil and filter changes and similar actions.
Predictive — scheduled work that prevents outages.

Corrective -- involves fixing a problem.

Emergency -- repairs such as a water or wastewater line break.

UMG will follow the highest standards for maintenance as prescribed by the
equipment manufactures and accepted engineering practices.

The best method of providing for compliance and monitoring the proper
administration of these standards is the use of Computerized Maintenance




Mountain Water District
Operations, Maintenance & Management

System. This system is used to document the procedures and completion of

= a Preventive Maintenance and Predictive Maintenance tasks. The
Computerized System is a computer software program that will automate
preventive and predictive maintenance scheduling and track distribution
system work orders, maintenance histories and costs. Work orders for all
areas of the water and wastewater system will be tracked on the
maintenance management system. In addition, through the computerized
system, information obtained from the maintenance surveys and indicators
will be stored, tracked and utilized to identify trends or pending equipment
failures.

Some examples of equipment monitored will include:

Water Plant
Motors
Valves
Telemetry

Distribution Systems
Pumps
Tanks
Valves
Hydrants

Vehicles

The system can also be set up to remind operators about water testing and
hydrant flushing schedules.

Warranty Activities

UMG will also conduct preventive maintenance such as oil changes, grease
application, cleaning, changing filter elements and inspections at scheduled
intervals as recommended by the manufacturer. To maintain the area
equipment in the optimum condition, UMG will follow appropriate
manufacturer-recommended service intervals, which are usually based on

operating hours.
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Computer-Aided O&M Management System

Almost every aspect of day-to-day management at the District will be
assisted with computer technology. Many of these are not currently being
used, but should help reduce the workload and improve customer service.
Among the computer programs and systems that UMG will implement as a
part of this contract are those for:

=  Water Plant Operations

*  Maintenance

» Distribution System Monitoring
* Inventory Control

* Meter Reading

» Billing

Annually a report will be compiled recapping the activities of the previous
year, and laying out the planned activities for the upcoming year. These
activities will include any major maintenance, or capital expenditures
anticipated.

Safety

Safety will be our NUMBER ONE concern, and we will practice it daily. UMG
will implement one of the best safety programs in the industry. UMG will
develop site specific programs and procedures such a Lockout for electrical
motors etc., Confined Space Entry and Traffic Control etc.. The training is
provided monthly or more often depending on the work scheduled to be
completed. A new or difficult task might be reviewed by the safety
coordinator and training provided to the employees before performing the
work. The safety coordinator is also responsible for making sure proper
safety equipment is provided to the employees. This equipment involves
safety shoes, hard hats and glasses, as well as making sure signs are
available for traffic control, warning lights are on all vehicles, a trench box is
provided for any deep or unstable trenches and confined space gas
monitoring and recovery gear is available.
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Mountain Water District
Operations, Maintenance & Management

TRANSITION PLAN

UMG is aware that the proposed contract for operation and maintenance of District
facilities will involve a significant amount of change for current employees of the
District and a lesser, though significant change for the District's customers.
Acknowledging that change can prompt anxiety, UMG is committed to taking all
reasonable steps to assure that the transition from public to private management of
the District's facilities will go smoothly and as painlessly as possible. Proper and
timely communication with District employees and District customers will resolve
nearly all concern regarding the transition. UMG will coordinate closely with the
District's board of commissioners regarding any and all employee notification and any
public notice(s) or other method of communicating the change in operation and
maintenance responsibilities.

To better assure that the transition will occur with ease, UMG proposes the following:

1. The District's board of commissioners and UMG will conduct an
informational meeting for all employees, their spouses and other interested
family members prior to contract signing. All aspects of the contract
affecting employees will be explained in full and Commissioners and
members of the management team will address any and all questions.

2. There will be no change in the hours of operation of the District office.

3. All phone numbers will remain the same, and phone salutations identifying
“Mountain Water District” will continue, unchanged.

4. All vehicle and equipment logos designating ownership by the District will
remain unchanged.

5. The format of all customer billings and other office-generated customer
notices will carry the District's logo and the signature of the chairperson of
the board of commissioners, as appropriate.
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Former Governor Paul E Patton
151 North Mayo Trail

Pikeville, KY 41501
606-432-2214

John Cecil

Regional Manager
KVAT Food Stores
PO Box 1158
Abingdon, VA 24212
276-628-8173

Walter E May, CEO
Pikeville Medical Center
911 By Pass Road
Pikeville, KY 41501
606-432-2646

William E. Deskins

Pike County Judge Executive
146 Main Street

Pikeville, KY 41501
606-432-6247

Senator Ray S Jones, Il
31°! District

PO Box 3850

Pikeville, KY 41502
502-564-8100 Frankfort
606-432-5777 Pikeville

Honorable Steven D. Combs
35" Judicial Circuit, Division 2
Hall of Justice

172 Division Street

Pikeville, KY 41501
606-433-7554

REFERENCES

Frank Welch, Superintendent
Pike County Board of Education
PO Box 3097

Pikeville, KY 41502
606-433-9700

Ron M Johnson, PE, LS
3376 Rt 550E
Hindman, KY 41822
606-785-5926

Danl Hall, Chief Engineer

Kentucky Department of Transportation,

District 12

109 Lorraine Street
Pikeville, Ky 41501
608-433-7791

Roger Recktenwald

804 Honeysuckle Lane
Lawrenceburg, KY 40342
502-859-9666

A
UTRITY MANAGEMENT GROUP

Your Utility Experts



SOUTHERN WATER & SEWER DISTRICT
P.0.Box 610 / 245 Ky Route 680
McDowell, KY 41647
606.377.9206  Fax 606.377.9286

April 20, 2005
TO WHOM IT MAY CONCERN:
Re: Recommendation for Mr, Greg May

Please accept this correspondence as a positive reference for and endorsement of
Mr. Greg May who now serves as the Chief Operating Officer of Utility Management
Group, LLC. Mr. May previously served as Area Manager for Veolia Water North
America (formerly U.S, Filter), a utility services contractor. During his tenure with
Veolia Water, he coordinated Southern Water & Sewer’s transition to private contract
management. As Chairman of Southern Water & Sewer District, I worked closely with
Greg and ceme to appreciate and respect both his work ethic and genuine interest in the
success of our utility services and expansion programs.

Without any hesitation, I recommend Mr. May to you and would expect that you
will find him to be as energetic and solicitous about your system as he has been with
ours. Please don’t hesitate to call me at home (606.285.3754) should you wish to discuss
this further,

Sincerely,

{ubert Halbert, Chairman
Southern Water & Sewer District



- SAM KAPOURALES
215 LOGAN STREET, SUITE 10

WILLIAMSON, WV 25661
PHONE: 304-235-5395
FAX: 304-235-1258

April 22, 2005

To Whom It May Concern:

Be advised that Mr. Greg May, City of Williamson, has my confidence and
Support in his new venture in Utilities Management Group, LLC.,
Throughout his time working with our water and sewer systems, he was
constantly finding ways for us to reduce costs and operate more efficiently.
His employees worked hard and with little exception expressed appreciation
for his firm but tempered gnidance.

I'regret that he is no longer working with us and assure you that jrou and
your customers will be proud to have him on board.

Sincerely,

Sam Kapotrales
SK/nv



HARDINSBURG CITY HALL

April 22,2005

To Whom It May Concern:

This letrer is provided for a posmive reference for Mr. Greg May who is now Chief Operating
Officer for Utility Management Group, LLC. Mr. May was previously Area Manager for Veolia
Water North America utility management group, While serving at in that capacity he worked closely
with the city Council, and myself to improve and maintain our cities wtilities and public works. [
appreciate his concern, knowledge and work ethic while working with us.

I recommend Mr. May to anyone wich the desire to have expert management for their utilities. You
may call me at any time. @ 270-156-2213

SINCERELY,

‘Zééa//w,WM/

Wayne Macy, Mayor

220 SOUTH MAIN STREET P O.BOX 149 HARDINSBURG, KENTUCKY 40143-0149
PHONE: 270/756-2213 FAX: 270/756-2C29
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CITY OF PIKEVILLE : _
Frank Justice, II 118 College Street Donovan Blackburn
Mayor Pikeville, Kentucky 41501 City Manager
o (606) 437-5100
April 22, 2005 Fax Number (606) 437-56106

To:  Whom it May Concern

Fr: Donovan Blackbum
City Manager — Pikeville, KY

Ref:  Greg May Recommendation

I would like to give my complete endorsement and appreciation of Greg May who now
serves as the Chief Operating Officer for Utility Management Group, LCC. Mr. May
previously served the City of Pikeville as the Area Manger with Veolia Water. His
previous position served the cities water, sewer, trash, gas, streets and parks systems. His
leadership and management abilities not only offered the city exceptional services, but
allowed the city to expand and grow as it was needed. Mr. May’s commitment to his job
and more important his client was like no other I have experienced. Any issue was
handled at a moments notice with great concern to ensure total satisfaction. As City
Manager [ have enjoyed a great professional and what has become a personal
relationship. He has earned the respect of the city, commission and community.

I would strongly state that any organization that uses Mr. May’s professional services
will greatly be rewarded with accomplishment. Mr. May has all the qualities, experience
and desire to make whatever he manages work. If you have any questions or would like
to discuss this matter further, please don’t hesitate to give me a call,

Sincerely,

S R W

Donovan Blackburn
City Manager — Pikeville, K'Y
Phone (606) 437-5100

EDUCATION
PAYS

r . ~ rr . 2 LI

F.RNN 347 I8N Talneiiamn Tolacciin



O




Mountain Water District
Operations, Maintenance & Management

PRICE PROPOSAL

For First Full Year of Operations

JULY, 2005 7O JUNE. 2006
1. Personnel Services $2,681.000
2. Utilities $1,560.232
3. Chemicals ' $ 106.400
4. Equipment $ 469973
5. Materials/Supplies $ 386,619
6. Outside Services $ 393.950
7. Maintenance and Repair $ 456,140
8. Capital Costs $ 415,140
9. Profit $ 350,243
10.TOTAL $6.820,000

Notes Regarding Bid Prices

1. Personnel Services
All wages, salaries and fringe benefits including Workers
Compensation, Life, Health, Dental and LTD insurance, uniforms,
safety shoes, 401K retirement.

2. Utilities
Cost of electricity, purchased water, and wastewater treatment
services, solid waste service and sludge disposal costs.

3. Chemicals
Chemicals for water and waste water treatment, odor control, etc.

I -
[ly 317311 WWEI%‘SQ&\‘

Taur Wiitiry



Mountain Water District
Operations, Maintenance & Management

4. Equipment
Vehicle and equipment costs, fuel and insurance. Does not include

repair and maintenance (listed under maintenance and repair)

5. Materials /Supplies
Laboratory, office supplies, postage, dues and subscriptions,

telephone, pager, professional and certification fees, other fees.

8. Outside Services
General liability insurance, Other insurance, Consultants, Drug
testing, Legal, Training, CCR mailing,etc.

7. Maintenance and Repair
Parts and supplies for field maintenance, water treatment plant,
booster pumping stations, water tanks, electrical, telemetry,
wastewater plant, lift stations, vehicles and equipment. (3356,140
for field maintenance, $100,000 for vehicles and equipment
maintenance).

8. Capital Costs
Startup costs, pay off all short term debt, buy out all accrued time

for each employee exceeding 100 hours, each employee may carry
over up to 100 hours of accrued time to UMG. Reimburse non
vested employees for all accrued assets in CERS. Pay off A/P, 3
new utility vehicles, 2 new supervisor vehicles, 1 air compressor
and additional safety equipment . startup of full time sewer
construction crew (5 employees). Replace 3 backhoes with
backhoes or excavators as determined for construction crew(s).

Note: UMG recommends consolidation of A/P and as identified on
attached Figure 2 as a convenience to district. Such action is solely
at District discretion.

Calculated at 5.14% total O M & M budget.

Current construction crews will be funded fully out of construction dollars. (not
included in O&M budget). Expect to add another coristruction crew (5 people) for
construction out of coal severance sewer funds.

Resident Inspectors employment will remain with District.

RAT -
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Description
Mountain Water A/P

BB&T Mor’tgage_

BB&T 36m Cap Lease Skid Steer
BBA&T Inst Ln-Boring Machine

Case Cradit 60M 5.5% BH #12
Chrysler Financial 36M Veh #89
Chrysler Financial Lease-Veh #74
Chrysler Financlal Lease-Veh #75
Chrysler Financial Lease-Veh #76
Chrysler Fin 60M Lease Veh #83
Chrysler Fin 60M Lease Veh #84
Chrysler Fin 60M Lease Veh #86
Chrysler Fin 60M Lease Veh #87
Loan#8 Comm Trust 01 S10 48m
Loan#7 Comnm Trust 01 Dump 60m
CTB Inst Ln 36m Vibratory Plow
CT8 Ln 36m Truck-Mounted Haist
CTB Loan 36m S10 Pickup Veh 82
CTB Consolidation Ln 60m 4.25%
Comm Trust 36m Inst-Veh #90
Comm Trust-60m-Veh#92

Comm Trust 60m-Veh €3

Comm Trust Ln-Veh #94

Lease 01 Escape #5066511 48man
GMAGC 80m Lease 2002 Chevy #35
GMAC 36m Lease 2002 S-10 #88
GMAC 60M 0% Veh 91

New Holland Lease-Backhoe#11

New Holland Lease-Skid Steer

Total Long Term Debt

Figure 2

Utility Management Group
Mountain Watar District
Schedule of Long Term Debt

Origlnal Projacted Projected

Issus Baginning Principal

Amount Balance ayments
63,115,00 43,163.00 5,847.00
18,285.00 4,637.00 5,146.00
19,700.00 8,518.00 5.259.00
44,842.00 20,000.00 7,674.00
16,400.00 4,874.00 4,515.00
27,950.00 5,237.00 5,146.00
27,850.00 5,237.00 5,146.00
27,950,00 5,237.00 5,146.00
18,500.00 9,931.00 3,212.00
18,500.00 9,832,00 3,213.00
23,600.00 13,428.00 4,084.00
23,600.00 13,428.00 4,084.00
12,013.00 2,468.00 2,468.00
50,528.00 19,594.00 9,028.00
- 29,800.00 3,658.00 3,658.00
8,015.00 967.00 967.00
12,391.00 2,629.00 2,629.00
330,020.00 222,523.00 55,138.00
15,084.00 8,227.00 4,052.00
16,172.00 14,025.00 2,787.00
19,474.00 18,054.00 3,373.00
24,777,00 23,690.00 4,269.00
19,234.00 1,789.00 1,789.00
28,300.00 16,039.00 4,854,00
13,115.00 3,119.00 3,119.00
22,300.00 15,982.00 3,345.00
51,450.00 1,285.00 1,295.00
17,940.00 686.00 686.00
1,001,005.00 498,367.00 161,920.00

Projected
Ending
Balance

37,316.00

3,259.00
12,326.00
358.00
91.00
91.00
91.00
6,719.00
6,719.00
9,344.00
9,344.00

10,566.00

167,385.00
4,174.00
11,238.00
14,680.00
19,421.00

11,185.00

12,637.00

336,944.00



Mountain Water District
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The following items of evidentiary documentation is provided in Appendix A and
complies with the directive set out in the District's RFQ/P, Section Il.

A. Certificate of Incorporation

B. Certificate of Insurance
General Liability
Commercial Automobile
Workman Comp Insurance
Umbrella Liability
Group Medical Coverage
Group Life, Disability, Dental and 401 (k)

C. Bond Capacity

D. PSC or similar report

Draft Service contract is attached in Appendix B

TR
Your Uthllyy Zaptrrs



CERTIFICATE
. oF
INCORPORATION

MANAGIVENT GROUP
Your Unifiry Experts



Commonwealth of Kentucky
Trey Grayson
Secretary of State

Certificate of Existence

I, Trey Grayson, Secretary of State of the Commonwealth of Kentucky, do
hereby certify that according to the records in the Office of the Secretary of State,

UTILITY MANAGEMENT GROUP, LLC

is a limited liability company duly organized and existing under KRS Chapter 275,
whose date of organization is August 10, 2004.

| further certify that all fees and penalties owed to the Secretary of State
have been paid; that articles of dissolution have not been filed; and that the
most recent annual report required by KRS 275.190 has been delivered to the
Secretary of State.

IN WITNESS WHEREOF, | have hereunto set my hand and affied my
Official Seal at Frankfort, Kentucky, this 23rd day of April, 2005.

Certificate Number: 13554
Jurisdiction; Utllity Management Group
Visit Htp:/Aww. s os.ky. goviobdb/certvalidate.aspx _to validate the authenticity of this certificate.

116%.

Trey Grayson

Secretary of State
Commonwedlth of Kertucky
13554/0592196
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APR~20-2006 14:34 FROM-Acordia of KY = Lex +8582735928 T=317  P.00I/001  F-253
SR 220 Lexington Green Clrole
Suite 410
Lenimgton, KY 40503-3330
Voice: 859,273.6600
Fax: 859.273,5998

www.acordia.com

Apri] 19, 2005
Re:  Utility Management Gronp, LLC - Commercial Insurance Programs

To Whom It May Concern:

Acordia of Kentucky, Inc has presented a Proposal to Utility Management Group, LLC for
various commercial insurance coverages, This letter will confirm that we are prepared to bind
and put imto effect these coverages as outlined in our Proposal:

e Commercial Gencral Liability: $1,000,000 Each Occurrence Limit / $2,000,000

General Aggregate Limit.

» Commercial Automobile: 31,000,000 Each Accident Combined Single Limit, plus
other ancillary policy coverages related to ownership and use of vehicles.

»  Workers Compensation & Employers Liability: Kentucky Statutory Limits for
Workers Compensation; $100,000/ $500,000 / $100,000 for Employers Liability.

» Umbrella Liability: $1,000,000 Each Occurtence Limit / $1,000,000 Aggregate Limit
excess/follow-form over CGL and Automobjle Liability.

Subject to receipt of final underwriting information, we are prepared to effect:

*  Group Major Medical coverage.
* Group Life, Dental, Long-Term Disability, Voluntary Short-Term Disability, and

401 (k) Plans.

Our binding of coverage will take effect at the time of commencement of operations by Utility
Mapagement Group, LLC. The carriers utilized meet the financial security requirements of the

Carrier Security Commitiee of Acordia, Inc.

Please feel fea to contact our office if additional information is needed on this marter.

Very traly yours,

\2 R

Chip Harkins, CPCU, CIC
Vice President

A Wells Fargo Company Abserriner ot e mm Hevivr,
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APR-21~2005 07:29 FROM-Acordia of KY - Lex +859273599¢ T-320  P.G01/001  F-263

220 Lexington Green Cirele
Suire 410

Lexington, KY 40503-33350
Voice: 859.273.6600

Fax: 859.273.5998

www.suardit.aoin

April 21, 2005

Greg May

Utility Management Group
4546 Raceoon Road
Raccoon, KY 41557

Re:  Bonding

Dear Greg:

Per our discussion, pending receipt and approval of all the required financial information, I can
provide a Performance and Payment Bond in the amount of $2,000,000.

Please advise if we need to discuss further.

FO/iL

A Weils Fargo Company A Mamazs of tne anm Rimwor,
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Archie Louis Marr TR ENT ERou
Your Utility Experts
Experience 1993-Present Marr, Miller & Myers, PSC Corbin, KY
Certified Public Accountants

Shareholder/President/Managing Director
*  Management advisory services

«  Business and Financial Planning

»  Acquisition and valuation strategies

*  Income tax matters

* Representation before taxing authorities

1981-1993 Cloyd, Marr, Miller & Myers, PSC Corbin, KY
Certified Public Accountants London, KY

Shareholder/Vice President

=  Planning, supervising, completing and reviewing audit engagements and special
projects

»  Management advisory services

»  Business and financial planning

= Acquisition and valuation strategies

*  Income tax matters

»  Representation before taxing authorities

1976-1981 Monroe Shine & Company, CPAs  Louisville, KY;
‘New Albany, IN; Badford, IN

Supervisor

*  Planning, supervising and completing audit eangagements and special projects,

»  Director of training for the firm.

* Direct responsibility in consulting with clients relative to income taxation,
accounting matters and other management areas.

19741975 Irvin S. Junghaene, Public Accountant Jeffersonville, IN
Part-time Bookkeeper

»  Kept bocks for the firm

= Prepared tax retumns

1970-1973 U.S. Marine Corps
*  Computer programmer (COBOL)
= Rank of sergeant (E-5)



o Greg May

UTILITY MANAGEMENT GROUP
Your Utility Experts

Profile

Experience

Mr. May is the new Chief Operating Officer for Utility Management
Group, LLC. He will provide oversight and management of operations,
maintenance and management of (O&M) projects and client services in
the region. Mr. May has more than 20 years of experience in public
works and has managed O&M projects for water distribution, natural gas
distribution and other utility systems.

1999~ April 2005 Veolia Water North America Kentucky,
West Virginia and Virginia
Area Vice President
*  Managed 3 Total Public Works Contracts
» Water plants
s Wastewater plants

= Collection and distribution systems
* One industrial wastewater plant
» Several other wastewater plants
»  Contract renewals
s New business development
»  Management projects for 13 different areas

» Lead role in due diligence analysis of 81 billion dollar contract for O&M
for Norfolk, VA Naval Yard's water and wastewater utilities

»  Helped coordinated distribution system expansion for Southern Water &
Sewer District in Floyd County, KY

1996-1999 Veolia Water Pikeville, KY
Project Manager
*  Managed O*M contract for City of Pikeville

1 6 MGD water treatment plant

= 2 MGD wastewater treatment plant

*  Managed the aperation and maintenance for the City's public works,
water distribution and natural gas distribution

1996-1999 PSG Clintwood VA
Project Manager
v Manager of operations contract

* 0.5 MGD oxidation ditch wastewater freatment plant.



Greg May
Page 2

Education

1993-1996 Pike County Fiscal Court Pikeville, KY
Executive Assistant to Judge/Executive

* Development and execution of orders and palicies of the Fiscal Court
and Judge/Executive

»  Supervised administrative assistants whose duties included operation
county solid waste pickup, 650 miles of road maintenance, equipment
repair shop, self-contained landfill, parks crew and building and grounds
crew,

1993-1996 Pike County Fiscal Court Pikeville, KY
Floodplain Administrator for $438 million Flood Control Project
*  Floodplain Administrator

* GRS Coordinator

* Liaison to the Army Corps of Engineers

»  Assistant DES Director

1988-1993 American Electric Power Kentucky
Lineman - electrical transmission and distribution facilities

» Installation

*  Rearrangement

*  Maintenance

*  Operation

*  Removal

* Inspection

1987-1988 McCoy Elkhorn Coal Company Kimper, KY

Mine Foreman
»  Supervised production crew on continuous miner section
»  Supervisor over conveyor belt maintenance crew

Liberal Arts Coursework - Prestonsburg Community College

State Hazard Mitigation Planning, Federal Emergency Management Agency
Mitigating Business Disaster Effects, Federal emergency Management
Agency

Liability issues, Federal Emergency Management Agency

Managing Fleodplain Development, Federal Emergency Management
Agency

Communily Rating System, Federal Emergency Management Agency



Greg May
Page 3

Certifications

Professional
Affiliations

Mine Foreman Certification, Kentucky
Mine Inspector Certification, Kentucky
Mine Electrician (surface and underground), Kentucky and U.S,

Kentucky Gas Association

Kentucky Rural Water Association

Big Sandy Transportation Committee
Kentucky Industrial Development Council

Pike County Chamber of Commerce



Will Brown

Profile Mr. Brown has more then 19 years of management and supervisory
experience in water distribution operations. His experience includes
booster pump station installation and maintenance, storage tank
maintenance, water main construction, corrasion control, meter reading,
billing, budgeting, water treatment, water treatment operations and
maintenance, design and construction of both water treatment and
wastewater treatment system projects using recently developed
technological advances in the treatment scheme.

Experience 1986-Present Mountain Water District Pikeville, KY

Superintendent
» Responsible for daily operation, maintenance and management of the
2™ largest rural water system in Kentucky

» Develops and implements operating and maintenance budgets

= Directs construction of “in house” projects through the 2 full time
construction crews

*  QOperating budget expanded from $2.9 million to $7.3 million

= Capital construction budget increased from $3 million to more than $8
million annually ]

= Water customers increased from 8,500 in 1995 to 14,000 in 2005

»  Sewer customers increased from 110 to 1400

» Employees increased from 5210 73

»  Water loss reduced from 35-43% ta 12-14%

* Developed and implemented preventive maintenance program

»* Developed {raining program for operators

*  Purchased for district 2 state of the art correlator leak detection
machines, first in the state

*  Improved billing which improved cash flow

= Consolidated 2 log term construction bonds saving $1.1 million

1993-1994 Professional Services Group, Inc. Roanoke, AL
Project Manager

* Responsible for overall operations maintenance and management of the
1.3 MGD primary wastewater treatment plant, 2 MGD water treatment
plant, pump stations, collection and distribution systems, meter reading,
customer servics, billing and gas distribution.

= Responsible for Public Works Department (120 miles of paved streets)
and sanitation department including operations of a sanitary and inert
landfill, construction and operation of a transfer station for the City of
Roanoke and Randolph County.

» Responsible for development of annual operations and maintenancs
budget for the utilities and public works.



Will Brown
Page 2

Education

Professional
Affiliaticns

*  Manger of 35 employees.

1989-1993 Professional Services Group, Inc. Pikeville, KY

Utilities Manager

» Responsible for direct supervision and management of the water
distribution and natural gas systems.

*  Supervisor of all field maintenance for water mains, new services, meter
testing and meter replacement.

*  Responsible for maintenance of water storage tanks, installation and
maintenance of baoster pumping station and maintenance for the
pumping station telemetry.

»  Directly supervised the gas distribution system including metering
stations, regulatory stations, gas mains and services and meter testing
and replacements

= Duties also included gas and water meter reading and interfacing of
reading with the utilities billing department

*  Directly responsible for developing annual budgsts, O &M, bllhng,
safety, drug testing, personnel policy, etc.

= Manager of 48 employees.

1984-1989 Water Resource Corporation Prestonsburg, KY
Superintendent of Water Distribution System O & M

* Responsible for overseeing complete renovation of a water distribution
system including replacement of mains, meters, valves, pumping station
and tank repair.

*  Responsible for developing the water distribution system O 8 M budgst.

*  Served as technical advisor to rural and municipal water systems
interfaced through the Big Sandy Area Development District.

Certified, Professional Utility Manager, Western Kentucky University
*  Altended Pikeville College
*  Graduate, Air Force School of Electronics
*  Graduate, Capital Engineering Institute,
* Major, Elecironic Engineering Technology
*  University of California, Sacramento
* B ceu~Water Treatment
» 6 ceu- Water Distribution
* 6 ceu— Wastewater Treatment
* 3 ceu - Advanced Wastewater Treatment

American Water Works Association

National Rural Water Association

Kentucky rural Water Association

East Kentucky Water and Wastewater Association
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Computer Literacy

American Public Gas Association

Kentucky gas Association

Kentucky Backfiow Prevention Association
American Public Works Assaociation

National Association of County Engineers
Intemational Assaciation of Electrical Inspeciors
Member, Water Environment Federation

Affiliate Member American Society of Civil Engineers
Farmer Class IIlA Water Plant Operator

Former Class lll Water Distribution Operator
Former Class Il Wastewater Treatment Operator

Lotus for Windows
Microsoft Excel

Word Perfect for Windows
Microsoft Ward
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Mauntain Water District
Operations, Maintenance & Managemsnt

Public Service Commission Report

While principals have been involved in both regulated and non-regulated utilities
in Kentucky as well in other states.

However, due to this being a newly formed company, this is the first contractual
relationship between UMG and a utility in Kentucky
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Agreement For Operations,
Maintenance and Management Ser\'/ices’n

THIS AGREEMENT is entered into this 12th day of January, 2005, by and between:

Mountain Water District, with its principal address at P,O. Box 3157,
Pikeville, Kentucky 41502 (hereinafter "DISTRICT")

AND

UTILITIES MANAGEMENT GROUP LLC. (UMG) with its principal
address at 500 Summit Drive, P.O. Box 663, Corbin, KY (hereinafter

"UMG").

WHEREAS, DISTRICT owns and provides for the operation of water, wastewater
and related treatment, collection and distribution facilities; and,

WHEREAS, DISTRICT desires to employ the services of UMG in the
management, operation, maintenance and management of these facilities and UMG
desires to perform such services for the compensation provided for herein.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
hereinafter set forth, DISTRICT and UMG agree as follows:

%s GENERAL

1.1 Definitions of words and phrases used in this Agreement
and the attachments are contained in Appendix A.

1.2 Allland, buildings, facilities, easements, licenses, rights-of-way,
equipment and vehicles presently or hereinafter acquired or owned by
DISTRICT shall remain the exclusive property of DISTRICT unless
specifically provided for otherwise in this Agreement.

1.3 This Agreement shall be governed by and interpreted in accordance
with the laws of the State of Kentucky.

1.4  This Agreement shall be binding upon the successors and assigns of
each of the parties, but neither party shall assign this Agreement
without the prior written consent of the other party. Consent shall not
be unreasonably withheld.
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1.6

1.6

1.7

1.8

1.9

1.10

0254

All notices shall be in writing and transmitted to the party's address o)

stated above: All notices shall be deemed effectively given when
delivered, if delivered personally or by courier mail service, i.e.;
Federal Express or Airborne Express, delivered after such notice has
been deposited in the ‘United States mail postage prepaid, if mailed
certified or registered U.S. mail, return receipt required; or received
by the party for which notice is intended if given in any other manner.

This Agreement, including appendices, is the entire Agreement
between the parties. This Agreement may be modified only by written
agreement signed by both parties. Wherever used, the terms "UMG"
and "DISTRICT" shall include the respective officers, agents,
directors, elected or appointed officials and employees and, where
appropriate, subcontractors or anyone acting on their behalf.

If any term, provision, covenant or condition of this Agreement is held
by a court of competent jurisdiction to be invalid, void or
unenforceable, the remainder of the provisions shall remain in full
force and effect and shall in no way be affected, impaired or
invalidated.

It is understood that the relationship of UMG to DISTRICT is that of
independent contractor. The services provided under this Agreement
are of a professional nature and shall be performed in accordance
with good and accepted industry practices for contract operators
similarly situated. However, such services shall not be considered
engineering services and nothing herein is intended to imply that
UMG is to supply professional engineering services to DISTRICT
unless specifically stated in this Agreement to the contrary.

If any litigation is necessary to enforce the terms of this Agreement,
the prevailing party shall be entitied to reasonable attorney's fees
which are directly attributed to such litigation in addition to any other
relief to which it may be entitled.

Nothing in this Agreement shall be construed to create in any third
party or in favor of any third party any right(s), license(s), power(s) or
privilege(s).

Prior to the commencement of work under this Agreement, each party
shall designate in writing an employee or other representative of the
designating party who shall have full authority to approve changes in
the Scope of Work and compensation therefore, execute written
Change Orders reflecting such changes, render decisions promptiy,
and furnish information expeditiously to the other party when
necessary.
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2.1

2

2.2

2.3

24

2.5

2.6

2.f

2.8

UMG's SERVICES - GENERAL . é}a
: & 4}%

{70

UMG will offer employment to all personnel of DISTRICT 4
assigned full-time to the Project as of the effective date of this
Agreement if they take and successfully pass a drug screen test to be
administered by UMG. UMG will provide said employees with a wage
and benefits package comparable to the wage and benefits package
provided by DISTRICT. Specific personnel issues are addressed in
Appendix G. UMG will continue to provide employment to ali -
personnel who accept employment with UMG so long as their
positions are necessary to UMG's performance under this Agreement
and they continue to perform their duties in a satisfactory manner.

Within a reasonable time after startu:p, UMG will staff the Project
with employees who have met appropriate licensing and
certification requirements of the State of Kentucky.

UMG shall provide ongoing training and education for
appropriate personnel in all necessary areas of modemn water
and/or wastewater process control, operations, maintenance,
safety, and supervisory skills.

UMG shall develop and/or supply and utilize computerized programs
for maintenance, process monitoring and financial control.

Within forty-five (45) days after UMG begins service under this
Agreement, UMG will provide a physical inventory of DISTRICT'S
vehicles and equipment in use at the Project and a general statement
as to the condition of each vehicle or piece of equipment.

UMG will provide DISTRICT with a physical inventory of

chemicals and other consumables on hand when UMG begins
services under this Agreement. UMG will provide DISTRICT with the
same quantity of chemicals or equivalent upon termination of this

Agreement.

UMG shall be responsible for maintaining all manufacturers'
warranties on new equipment purchased by DISTRICT and assist
DISTRICT in enforcing existing equipment warranties and
guarantees.

UMG shall provide the DISTRICT with documentation that preventive
maintenance is being performed on DISTRICT'S owned equipment in
accordance with manufacturer's recommendations at intervals and in
sufficient detail as may be feasibility determined by the DISTRICT.
Such a maintenance program shall include documentation of
corrective and preventive maintenance.

Page 3 of 27
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2.9°

2.10

211

212

28

2.14

On

UMG shall operate, maintain and/or monitor the PrOJect on a Zlfg A7

hour per day, seven-day per week schedule.

Visits may be made at a reasonable time by DISTRICT'S employees
so designated by DISTRICT'S representative. Keys for the Project
shall be provided to DISTRICT by UMG for such visits. All visitors to

the Project shall comply with UMG's operating and safety procedures.

UMG shall provide a 24 hour/day customer service phone
number.

UMG will implement and maintain an employee safety

program in compliance with applicable laws, rules and regulations
and make recommendations to DISTRICT regarding the need, if any,
for DISTRICT to rehabilitate, expand or modify the Project to comply
with governmental safety regulations applicable to UMG's operations
hereunder and with federal regulations promulgated pursuant to the
Americans With Disability Act ("ADA").

UMG may modify the process and/or facilities to achieve the
objectives of this Agreement; provided, however, no modification shall
be without DISTRICT'’S prior written approval If the complete
modification Cost shall be in excess of Twenty Thousand Dollars
($20,000.00).

In any emergency affecting the safety of persons or property,

UMG may act without written amendment or change order, at UMG's
discretion, to prevent threatened damage, injury or loss.UMG shall be
compensated by DISTRICT for any such emergency work
notwithstanding the lack of a written amendment. Such compensation
shall include UMG's Costs for the emergency.

2.15 As required by law, permit or court order, UMG will prepare plant

216

2147

performance reports and submit them to DISTRICT for signature
and transmittal to appropriate authorities.

UMG will provide laboratory testing and sampling presently required
by plant performance portions of the NPDES permit, the Clean Water
Act, the Safe Drinking Water Act, and/or any federal, state or local
rules and regulations, statutes or ordinances, permit or license
requirements or judicial and regulatory orders and decrees.

UMG will provide for the collection and hauling of solid ,
waste, screenings, grit, sludge and scum ("Waste") to DISTRICT'S
existing or approved disposal sites. It shall be the sole right and
responsibility of DISTRICT to designate, approve or select disposal
sites to be used by UMG for DISTRICT'S Waste. All Waste and/or
byproduct ireated and/or generated during UMG's performance of
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services is and shall remain the scle and exclusrve property pf ™
DISTRICT. .

3N

"‘:,;”A:

218 UMG shall provide all the administrative and financial

2.19

2.20

&L

L5l

2.24

2.25

2.26

221

functions as currently provided by the DISTRICT'S staff, '1

UMG shall consuilt with the DISTRICT of Commissioners prior to any
replacement of the Project Manager, Operations Manager and
Controller.

UMG shall submit to the DISTRICT meonthly, all reports of project
activities in accordance with the DISTRICT's policies and formats.

UMG shall provide for monthly meter reading and billing. Customer
Services offices shall be maintained at locations approved by the

DISTRICT.

UMG shall provide best effort in controlling unaccounted for water
loss. A monthly report of system accounted for/unaccounted for water

loss shall be submitted to the DISTRICT.

UMG shall provide such Capital Expenditure as authorized by the
DISTRICT and will invoice the DISTRICT monthly or upon completion.

UMG will provide additional funding to DISTRICT upon
negotiating mutually acceptable terms and conditions of such funding.

UMG will seek sources of government grants and loans for
consideration by the DISTRICT. The DISTRICT must approve in
advance all application for such funding.

To protect the District and allow for continuity of service UMG will post
a letter of credit or other surety in the amount of $2,000,000 to ensure

faithful performance of its contract obligations.

UMG's SCOPE OF SERVICES - WASTEWATER

3.1

3.2

This Article shall apply to UMG's OM&M services for the DISTRICT'S
wastewater systems.

Within the design capacity and capabilities of the Waste Treatment,
Plant(s) described in Appendix B, UMG will manage, operate and
maintain the Plant(s) so that effluent discharged from the Plant's
outfalls meets the requirements specified in Appendix C-I.
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3.3

3.4

UMG will perform all Maintenance and Repairs for the Project, and
submit a monthly accounting to DISTRICT, along with a detailed"
invoice for any DISTRICT approved repair or replacement that
exceeds Twenty Thousand Dollars ($20,000.00) defined as capital.

UMG will pay all Costs incurred in normal water and
wastewater utility operations.

UMG's SCOPE OF SERVICES - WATER

4.1

4.2

4.3

This Article shall apply to UMG's OM&M services for the DISTRICT'S
drinking water treatment system.

Within the design capacity and capabilities of the Water Treatment
Plant(s) described in Appendix B, UMG will manage, operate and
maintain the Plani(s) so that water produced from the Plant(s) meets
the requirements specified in Appendix C-2.

UMG shall operate the water treatment plant(s), pump station(s),
and provide for all laboratory testing requirements.

4.4  UMG will perform all Maintenance and Repairs for the Project, and

4.5

submit a monthly accounting to DISTRICT.

UMG will pay all Costs incurred in normal Water operations.

UMG's SCOPE OF SERVICES - WASTEWATER COLLECTION SYSTEM
AND WATER DISTRIBUTION SYSTEM

5.1

5.2

5.3

6.1

This Article shall apply to UMG's services for the DISTRICT'S
wastewater collection system and potable water distribution system.

The scope of UMG's services for the maintenance and repair of the
collection system and the distribution system are set forth in
Appendices C-3 and C-4, respectively.

UMG shall provide for all daily operation and maintenance functions
such as line repairs, customer connections, line and tank
maintenance, meter replacement, leak detection, line flushing, valve
exercise, system inspection, line locations, and emergency call-outs,
etc.

DISTRICT'S DUTIES

The DISTRICT shall fund all necessary Capital Expenditures. Priority
shall be given to safety and the ADA related expenses described in
Section 2.12. Any loss, damage, or injury resulting from DISTRICT'S
failure to provide capital when reasonably required by UMG shall be
the sole responsibility of DISTRICT.
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6.2

6.3

6.4

6.5

6.6

0.7

6.8

The DISTRICT shall keep in force all Project warranties, guarantees,
easements and licenses that have been granted to DISTRICT:and are
not transferred to UMG under this Agreement. o {i‘;

The DISTRICT shall pay all ad valorem, property, franchise,
occupational and disposal taxes, or other taxes associated with the
Project other than taxes imposed upon UMG's net income and/or
payroll taxes for UMG employees.

In the event UMG is required to pay any sales tax or use taxes on the
value of the services provided by UMG hereunder or the services
provided by any subcontractor of UMG, such payments shall be
reimbursed by the DISTRICT unless the DISTRICT furnishes a valid
and properly executed exemption certificate relieving the DISTRICT
and UMG of the obligation for such taxes.

The DISTRICT shall provide UMG with full use of any and all
pieces of DISTRICT'S heavy equipment that is available so
that UMG may discharge its obligations under this
Agreement in the most cost-effective manner.

DISTRICT shall provide all registrations and licenses for
DISTRICT'S vehicles used in connection with the Project.

DISTRICT shali provide for UMG's exclusive use of all
vehicles and equipment presently In full time use at the
Project.

DISTRICT shall provide for UMG access to all easements,
right-of-ways, and access to discharge UMG's obligation
under this agreement.

DISTRICT warrants that during the interim period between the initial
Project inspection by UMG and the commencement date specified in
Section 11.1, the plant, facilities and equipment have been operated
only in the normal course of business, all scheduled and proper
maintenance has been performed and there are no issues known to
DISTRICT regarding the condition of the Project, and Facility
composing the Project and/or any equipment used by the Project.

COMPENSATION

[ fo

T

UMG's compensation under this Agreement shall consist of an
Annual Fee. The Annual Fee for the period July 1, 2005 through
June 30, 2010 shall be $6,870,000. The Maintenance and Repair
Limit included in the Annual Fee is $456,140. to be used as specified
and set out herein during the period.

If actual Maintenance and Repair expenditures are less than the
Page 7 of 27
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8.

5:4_?1'}]

Maintenance and Repair Limit for any Agreement year, UMG will . §

8.3. If actual Maintenance and Repair expenditures exceed the
‘Maintenance and Repair Limit, the District shall pay the excess to
UMG in accordance with Section 8.2. UMG will notify the District
when actual Maintenancé and Repair expenditures equal eighty
- percent (80%) of the Maintenance and Repair Limit in each year
throughout the contract period.

7.3  The services being provided under this Agreement are based on
reasonably expected overtime for repair of line breaks, other
emergencies or routine services required after hours. Any additional
expenses, incurred by UMG including regular or overtime wages as a
result of severe weather, a disaster or other unplanned events (in
which funds may be recovered through billing a third party including
the State or Federal Government such as through the FEMA
program or other source) will be invoiced by UMG to the District for
reimbursement in accordance with Section 8.2.

7.4  The Annual Fee (and Maintenance and Repalr Limit included therein)
shall be negotiated each year at least three (3) months prior to the
anniversary of this Agreement'’s effective date. Should the District
and UMG fail to agree, the Annual Fee (and Maintenance and Repair
Limit included therein) will be adjusted by multiplying the existing
Annual Fee by the percentage increase in the Consumer Price Index
for the preceding twelve months each year.

PAYMENT OF COMPENSATION

8.1 One twenty-fourth (1/24) of the Annual Fee for the current year shall
be due and payable on the 15" and the last day of each month.for
service provided in accordance to Articles 7.1 and 7.2 of this
agreement.

8.2  All other compensation to UMG is due upon receipt of UMG's
invoice and payable within fifteen (15) days.

8.3 DISTRICT shall pay interest at an annual rate equal to the District's
designated financial institution's prime rate plus two percent (2.0%),
said rate of interest not to exceed any limitation provided by law on
payments not paid and received within fifteen (15) calendar days of
the due date, such interest being calculated from the due date of the

. payment. In the event the charges hereunder might exceed any
limitation provided by law; such charges shall be reduced to the
highest rate or amount within such limitation.
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S.

10.

8.13

8.2

SCOPE CHANGES
9.1 A Change in Scope of services shall occur when and as UMG's 3
' costs of providing services under this Agreemént change as a result =
of:

" 9.1.1  Any change in Project operations, personnel qualifications or

staffing or other cost which is mandated or otherwise required,
by a change in law, rule or regulation or an action or
forbearance of any governmental body having jurisdiction to
order, dictate or require such change;

8.1.2 Increases or decreases in rates or other related charges
(including taxes) imposed upon UMG by a utility provider (see
Section 9.4 below) or taxing authority - excluding taxes based
on UMG's net income; and/or

DISTRICT'S request of UMG and UMG's consent to provide
additional services.

For Changes in Scope described in Sections 9.1.1 through and
including 9.1.3, the Annual Fee shall be increased (or decreased) by
an amount equal to UMG's additional (reduced) Cost associated with
the Change in Scope plus ten percent (10%). Modifications of the
Annual Fee as a result of conditions described in Section 9.1.3 shall
be retroactive to the beginning of the twelve month comparison
period.

INDEMNITY AND LIABILITY INSURANCE

10.1

0.2

"10.3

UMG hereby agrees to indemnify and hold DISTRICT harmless from
any liability or damages for bodily injury, including death, which may
arise from UMG's negligence or willful misconduct under this
Agreement; provided, UMG shall be liable only for that percentage of
total damages that corresponds to its percentage of total negligence
or fault.

DISTRICT agrees to indemnify and hold UMG harmless from any
liability or damage or bodily injury, including death, which may arise
from all causes of any kind other than UMG's negligence or willful
misconduct including, but not limited to, breach of a DISTRICT
warranty.

UMG shall be liable for those fines or civil penalties imposed by a
regulatory or enforcement agency for violations occurring on or after
(contract date) , of the effluent quality requirements provided for in
Appendices C-l and C-2 that are a result of UMG's negligence.
DISTRICT will assist UMG in contesting any such fines in
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10.4 DISTRICT shall be liable for those fines or civil penalties imposed by

10.5

106

administrative proceedings and/or in court prior to any payment byw ol

UMG. UMG shall pay the cost of any such contest

any regulatory or enforcement agencies on DISTRICT and/or UMG
that are not a result of UMG's negligence or are otherwise directly -
related to the ownership of the Project and shall indemnify and hold
UMG harmless from the payment of any such fines and/or penalties.

Indemnity agreements provided for in this Agreement shall survive
the termination of the Agreement.

Each party shall obtain and maintain insurance coverage of a type
and in the amounts described in Appendix E. Each party shall provide
the other party with satisfactory proof of insurance.

11. TERM, TERMINATION AND DEFAULT

139

112

11.3

11.4

i 8

(8]

The initial term of this Agreement shall be five (5) years commencing
July 1, 2005. The DISTRICT shall have the right, without cause, to
terminate at the end of the third agreement year upon repayment of
the unamortized capital investment made by UMG, if any. Notice of
termination shall be given in writing ninety (90) days in advance of the
effective date of termination.

A party may terminate this Agreement only for a material breach of
the agreement by the other party except as provided in Section 11.1
only after giving written notice of breach; and, except in case of a
breach by DISTRICT for non-payment of UMG's invoices, in which
case termination may be immediate by UMG, only after allowing the
other party thirty (30) days to cure or commence taking reasonable
steps to cure the breach.

In the event that this Agreement is terminated for any reason prior to
the termination date of the initial term, DISTRICT shall pay to UMG a
termination fee based on the remaining unamortized balance of start-
up costs and capital expenditures made by UMG - all as set forth in
Appendix F.

Upon notice of termination by DISTRICT,UMG shall assist DISTRICT
in assuming operation of the Project. If additional Cost is incurred by
UMG at request of DISTRICT, DISTRICT shali pay UMG such Cost
within 15 days of invoice receipt.

Upon termination of this agreement and all renewals and extensions of
it, UMG will return the Project to DISTRICT in the same condition as it
was upon the effective date of this Agreement, ordinary wear and tear
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excepted. Equipment and other personat property purchased hy UMJGA\ N
for use in the operation or maintenance of the Project shall remain the, : 5’
property of UMG upon termination of this Agreement unless the -
property was directly paid for by DISTRICT or DISTRICT specifically &
reimbursed UMG for the cost incurred to purchase the property or this
Agreement provides to the contrary

~ 11.6 The DISTRICT shall have the exclusive right during the contract term

to repay any unamortized capital investment made by UMG as shown
in Appendix F.

DISPUTES AND FORCE MAJEURE

12.1  In the event activities by employee groups or unions unrelated to
UMG cause a disruption in UMG's ability to perform at the Project,
DISTRICT, with UMG's assistance or UMG at its own option, may
seek appropriate injunctive court orders. During any such disruption,
UMG shall operate the facilities on a best-efforts basis until any such
disruptions cease.

12.2  Neither party shall be liable for its failure to perform its obligations
under this Agreement if such failure is due to any Unforeseen
Circumstances beyond its reasonable control or force majeure.
However, this section may not be used by either party to avoid, delay
or otherwise affect any payments due to the other party.
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This agreemenf is subjectto approval by Mountain Water DISTRICT.

Both parties indicate their approval of this Agreement by their signatures below, and
each party warrants that all corporate or governmental action necessary to bind the
parties to the terms of this Agreement has been and will be taken.

MOUNTAIN WATER DISTRICT UTILITIES MANAGEMENT
GROUP, INC.
By:

By:

Name: Name:

Title: Title:

Date: Date:

The undersigned, as counsel for the Mountain Water Utility District in this
transaction, hereby certifies that (s)he has examined the circumstances surrounding
the selection of UTILITIES MANAGEMENT GROUP, INC (UMG) and the award and
letting of the foregoing contract to UMG by DISTRICT and has found that said
selection and award process comply with the procurement laws of the State of

Kentucky and DISTRICT.
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APPENDIX A

DEFINITIONS

A.1  "Adequate Nutrients" means plant influent nitrogen, phosphorus and iron
contents proportional to BODs in the ratio of five (5) parts nitrogen, one (1)
part phosphorus, and one-half (0.5) part iron for each one hundred (100)
parts BODs,

A.2  "Annual Fee" means a predetermined, fixed sum for UMG's services. The
Annual Fee includes Cost and profit.

ATS Definitions:

"Biologically Toxic Substances" means any substance or combination of
substances contained in the plant influent in sufficiently high concentration
so as to interfere with the biological processes necessary for the removal of
the organic and chemical constituents of the wastewater required to meet
the discharge requirements of DISTRICT'S NPDES Permit. Biologically toxic
substances include, but are not limited to, heavy metals, phenols, cyanides,
pesticides and herbicides.

A.7  "Capital Expenditures "-means any expenditures for (1) the purchase of new
equipment or facility items that cost more than TEN Thousand Hundred
Dollars ($10,000); or (2) major repairs which significantly extend equipment
or facility service life and cost more than TEN Thousand Dollars ($10,000)
or (3) expenditures that are planned, non-routine and budgeted by
DISTRICT.

A.8  "Cost" means all Direct Cost and indirect cost determined on an accrual
basis in accordance with generally accepted accounting principles.

A.9  "Direct Cost' means the actual cost incurred for the direct benefit of the
Project including, but not limited to, expenditures for project management
and labor, employee benefits, chemicals, lab supplies, repairs, repair parts,
maintenance parts, safety supplies, gasoline, oil, equipment rental, legal and
professional services, quality assurance, travel, office supplies, other
supplies, uniforms, telephone, postage, utilities, tools, memberships and
training supplies. :
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APPENDIX B DESCRIPTION

OF PROJECT

UMG agrees to provide the services necessary for the management, operation and .
maintenance of the following.

a.

All equipment, vehicles, grounds and facilities now existing within the
present property boundaries of or being used to operate DISTRICT'S
Water Treatment Plant located at:

P.O. Box 3157, Pikeville, Kentucky 41502

All equipment, grounds and facilities now existing within the present
property boundaries of pumping stations described as follows:

AS ATTACHED - Eighty-eight (88) Pumping Stations of gravity

sewers, four (299) miles of force mains, and forty-two (42)
manholes in service on the effective date of this Agreement.

Six hundred (899) miles of water lines, three hundred (300) hydrants
and valves in services on the effective date of this Agreement.
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C.l

C.2

" APPENDIX C-I

NPDES PERMIT AND
PROJECT CHARACTERISTICS

UMG will operate so that effluent will meet the requirement of NPDES permit
No. (AS ATTACHED) issued on (AS ATTACHED) a full and complete copy
of which is adopted by reference herein as of the date hereof. UMG shall be
responsible for meeting the effluent quality requirements of the Permit unless
one or more of the following occurs: (1) the project influent does not contain
Adequate Nutrients to support operation of Project biological processes
and/or contains Biologically Toxic Substances which cannot be removed by
the existing process and facilities; (2) dischargers into DISTRICT'S sewer
system violate any or all regulations as stated in DISTRICT'S Industrial
Water and Sewer Ordinance(s) or as required by law; (3) the flow or influent
BODs and/or suspended solids exceeds the Project design parameters
which are (AS ATTACHED) million gallons of flow per day, (AS ATTACHED)
pounds of BODs per day, (AS ATTACHED) pounds of suspended solids and
a daily peaking factor of (AS ATTACHED) times flow; (4) if the Project is
inoperable or can operate only at a reduced capacity on account of
construction activities, fire, flood, adverse weather conditions, labor disputes
or other causes beyond UMG's control.

In the event any one of the Project influent characteristics, suspended solids,
BOD;j or flow, exceeds the design parameters stated above, UMG shall
return the plant effluent to the characteristics required by NPDES in
accordance with the following schedule after Project influent characteristics

return to within design parameters.

10% or Less 5
Above 10% Less than days
20% 10
20% and Above

Notwithstanding the above schedule, if the failure to meet effluent quality
limitations is caused by the presence of Biologically Toxic Substances or the
lack of Adequate Nutrients in the influent, then UMG will have a thirty (30)
day recovery period after the influent is free from said substances or .
contains Adequate Nutrients.
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C.3

C.4

UMG shall not be responsible for fines or fegal action as a result of
discharge violations within the period that influent exceeds design
parameters, does not contain Adequate Nutrients, contains Biologically Toxic
Substances or is inopera‘ble,’and the subsequent recovery period.

UMG's compensation shall be based on a minimum of 14,542 water
customers and 299 sewer customers '
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c.l

C.2

C.3

APPENDIX C-2

PROJECT CHARACERISTICS,

The Project has the following design characteristics:

[Describe parameters of influent which will be treated to
specifications without additional charges to customer.]

A capacity of 2.0 MGD of finished water production with an ability for
chemical additions, flocculation, sedimentation and filtration based on 2
gallons per minute per square foot of filter area. The Project has the
capability for post treatment by chlorination and fluoridation.

UMG will operate the Project so that water treated will meet the current
Provincial Drinking Water Standards. UMG's Annual Fee includes all costs
for treating an average daily flow of 2.0 MGD of raw water per day to the
standards specified below.

Turbidity O.5NTU

fron <0.3 mg/L

Manganes <0.05

e Fluoride mg/L

pH Color 0.8 average

Corrosivit mg/L >7.0

y Odor E. <15 color units

Coli Non-corrosive
<3.0TON

If any of the following contaminants in the raw water causes the finished
water to exceed the maximum Contaminant Levels (MCL) established for
finished water quality, UMG will treat the raw water to reduce said
contaminant to an acceptable MCL. The cost of any specific treatment will
be in addition to the Annual Fee for the treatment required by this Article
.3
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Fe Radionuclides s
Radium 5.0 Pcill
Gross Alpha 168 ollk
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* Organic Chemicals

Contaminant MCL

. Cmg/U
Aldchlor . .
Aldicarb 0.002
Aldicarb Sulfone . 0.003
Aldicarb Sulfoxide 0.002
Atrazine 0.004
Benzene 0.003
Carbofuran 0.005
Carbon Tetrachloride 0.04 -
Chlordane 0.005
2,4-D 0.002
Dibromochloropropane 0.07
(DBCP) 0.0002
0-Dichlorobenzene 0.6
p-Dichlorobenzene 0.075
1,2-Dichloroethane 0.005
1,1 -Dichloroethylene 0.007
cis-1,2-Dichloroethylene 007
trans-1,2-Dichloroethylene 0.1
1,2-Dichloropropane 0.005
Endrin 0.002
Ethylbenzene 0.7
Thylene Dibromide (EDB) 0.00005
Heptachlor 0.0004
Heptachlor Epoxide 0.0002
Lindane 0.0002
Methoxychlor 0.04
Monochlorobenzene 0.1
Pentachlorophenol 0.001
Polychlorinated Biphenyls 0.0005
(PCB) 0.1
Styrene 0.005
Tetrachloroethylene 1
Toluene 0.003
Toxaphene 0.05
2,4,5-TP (Silvex) 0.02
1,1,1 -Trichloroethane 0.005
Trichloroethylene 0.1
Total Trihalomethanes 0.002
Vinyl Chlorids 10
Xylenes (Total)
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Inorganic Chemicals o

Contamina : - MCL R P
Arsenic ) ) 0.05
Asbestos : S . 7 (million fibers/L)
Barium ‘ 2
Cadmium .8 . 0.005
Chromium 0.1
Fluoride 4
Mercury 0.002 10 (as
Nitrate nitrogen)
Nitrite : 1 (as
Total Nitrate Nitrite ; nitrogen) 10
Selenium 0.05
Chloride 300
Copper 1.0
Fluoride AL
Silver 0.10
Sulfate 300
Total Dissolved Solids 1,000
(TDS) <]
Zinc
C4 " UMG will provide laboratory services for monitoring only the

following  contaminants on an as-requested basis. These contaminants
do not have an established MCL.

Aldrin Hexachlorobenzene

Benzo(a)pyrene Hexachlorocyclopentadiene

Butachlor 3-Hydroxycarbofiiran

Carbayl Methomyl

Dalapon Metolachlor

Di(2-ethylhexy) adipatc Metribuzin

Di(2-ethylhexyl)pthalarc Oxyamyl! (vydate)

Didamba Pictoram

Dichloromethane Dieldrin " Propachlor

Dinoseb Simazine

Diguat 2,3,7,8-TCDD (Dioxin)
Entodhal 1,2,4-Trichlorobenzene
Glyphosate 1,1,2-Trichloroethane
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APPENDIX C-3

'WASTEWATER COLLECTION SYSTEM
SCOPE OF SERVICES

(Intentionally left blank)
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APPENDIX C-4
DRINKING WATER DISTRIBUTION SYSTEM

SCOPE OF SERVICES

(Intentionally left blank)
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D. 1

0.2

D.3

D.4

D.5

D6

APPENDIX D

$

ARBITRATION PROCEDURES

In the event that DISTRICT and UMG are unable to reach an.agreement
as to the increase and /or decrease in compensation specified in Section 7,
then those issues remaining unresolved shall be submitted to binding
arbitration under the following terms, conditions and procedures.

Unless specifically provided for herein to the contrary, the rules and
procedures of the American Arbitration Association (AAA), as shall from
time to time be amended, apply. The arbitration process shall begin 15 days
after the parties are unable to reach an agreement. Such date shall be
specified in writing and shall be the date from which the following procedures
begin.

There shall be a three (3) member Arbitration DISTRICT composed of one
(1) member selected by the DISTRICT and one (1) member selected by
UMG. Each party shall notify the other of its selection on or before 30 days
from the date specified in D1. The final member of the three member
Arbitration DISTRICT shall be selected by the initial members selected within
a reasonable time after their appointment. '

On or before 60 (insert date approximately twenty-five (25) days after date in
opening paragraph), each party shall submit to the Arbitration DISTRICT its
written position on each unresolved issue. Such submission shall include not
only the party's proposed resolution, but also introduction at the hearing and
a list of witnesses each party intends to call shall be submitted as exhibits to
the submission.

The Arbitration DISTRICT may schedule such pre-hearing conferences as its
shall deem advisable.

The arbitration hearing shall commence no earlier that 75 (dates from D.3
plus ten (10 days) and no later that 85 (date from D.3 plus twenty (20) days
and shall be concluded no later that ten (10) working days after its
commencement. '

The parties hereby agree and stipulate for purposes of arbitration that the
pricing and cost estimates contained in this Agreement or any subsequent
modification hereto are fair and reasonable and are not to be a factual issue
for determination by the Arbitration DISTRICT. The sole question of fact (s)
for the Arbitration shall be confined to changes (or anticipate future changes)
in circumstances between the effective date of this Agreement or any

Page 23 of 27



D.7

D.8

D.9

D.10

211

modification(s) hereto (including, but not limited to, negotiated or arbitrated
changes to fees and cost estimates pursuant to this Agreement) and the
effect such changed circumstance(s) should have on the then effective fees
and/or cost estimates.

Within ten (10) days of the conclusion of the evidentiary phase of the
arbitration hearing the Arbitration DISTRICT shall announce its decision and
award. The possible "decision and award” shail be limited on each individual
issue presented to either the position of the DISTRICT or the position of UMG
as set forth in the position submissions described in Subsection “D.3" above.

Findings of fact and conclusions of law shall not be required of the Arbitration
DISTRICT unless specifically requested by either pary within five (5) working
days of the announcement of the Decision and Order.

Unless specifically requested by either party , the proceedings shall not be
recorded by other that a tape recording device. |n the event that either party
requests the services of a court reporter or other means of transcription of
the proceedings, the requesting party shall bear the cost of recordation and

transcription.

The costs of arbitration services shall be borne equally by the parties;
provided, however, that in the event that the Arbitration DISTRICT makes a
specific written finding of fact that one party has prosecuted its case
frivolously or in bad faith, then theArbitration DISTRICT shall assess the costs
of arbitration services to the offending party.

The Decision and Order shall be binding on both parties and shall not be
subject to appeal. :
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APPENDIX E INSURANCE

COVERAGE

UMG SHALL MAINTAIN:

1. Statutory Workers' Compensation for all of UMG's employees at the
Project as required by the State of Kentucky.

2. Comprehensive general liability insurance, insuring UMG's negligence, in
an amount not less than $1,000,000 combined single limits for bodily
injury and/or property damage.

DISTRICT SHALL MAINTAIN: '

1. Statutory Workers' Compensation for all of DISTRICT'S employees
associated with the Project as required by the State of Kentucky.

2. Property damage insurance for all property including vehicles owned by
DISTRICT and operated by UMG under this Agreement. Any property,
including vehicles not properly or folly insured shall be the financial
responsibility of the DISTRICT. )

3. Automobile liability insurance for collision, comprehensive, and bodily
injury.

UMG will provide at least thirty (30) days notice of the cancellation of any policy it is
required to maintain under this Agreement. UMG may self-insure reasonable
deductible amounts under the policies it is required to maintain to the extent
permitted by law but only if such action does not invalidate the property insurance of
DISTRICT. UMG and the DISTRICT, on behalf of themselves and their insurers,
waive their rights of subrogation with respect to losses occurring to property of the
parties.



APPENDIX F

SCHEDULE OF AMORTIZED EXPENDITURES

The parties mutually agree that for all purposes, the beginning principal shall be

$ . The interest rate applied shall be calculated at %. If
DISTRICT terminates contract at end of year five per Section 11.1, the unamortized
balance to be paid to UMG is $
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APPENDIX G
PERSONNEL

ISSUES

1. All current fulltime employees will receive a 3% salary increase at start of
contract.

2. Employees will receive the same holidays as currently provided by DISTRICT.

3. Employees will receive vacation at UMG accrual with time employed with utility
credited or paid out the accrued in excess of four weeks.

4. Employees will receive bonuses for obtaining higher certification levels in
their respective fields.

5. Employees will be provided with uniforms, safety shoes, and required
personal safety equipment.
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May 9, 2005

Board of Commissioners
Mountain Water District
P.O. Box 3157

Pikeville, Kcntucky 41501

Dear Commissioners:

I would like to thank the commissioners for the additional time for refining the
proposal for operations, maintenance and management for the District. However, 1
thought my proposal addressed all points of the solicitation and I have some concern
about extending the time for revisions of the price, adding plans and certain provisions.

Enclosed please find the addendum to the proposal for the Operations,
Maintenance and Management of the Mountain Water District as notified in your fax
dated: May 4, 2005. The information in the addendum will answer or identify the
section’s in the proposal in your fax, along with an adjusted price for O M&M for
Mounptain Water District.

If you have any questions or need further information, please contact me at your
convenience at (606) 437-4754.

Sincerely,

Greg May
Utility Management Group

[E IR
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Addendum to Proposal to Mountain Water District

District Employees

‘o)
.

All employees will be hired by Utility Management Group afier successfully
passing a dmg test. (Referenced in Section ], Page 1 in Executive Suromary,
Section II, A.4, Page 5, Section ITI, A, Page 10 of the proposal) and again in
the draft contract in Section 2.1.

UMG’s plan for number of operational staffing after six months will be within
a range of fifty-one (51) and fifty-six (56). There are currently eleven (11)
persons on the construction crews at Mountain Water. UMG will propose a
plan to retain the eleven currently employed for water line construction and
add another five (5) for sewer line construction. The construction crews will
be totally funded by coal severance tax dollars earmarked for construction for
each specific project. UMG will construct specific projects for the amount
earmarked with coal severance tax dollars. (Refercnced in Section VI, Price
Proposal) Resident Inspectors will remain with the District. (Referenced in
Section VI, Price Proposal).

Employees will be paid for all over 100 hours of time accrued. Employee will
transfer up to 100 hours of accrued time to UMG. (Referenced in Section V1,

Price Proposal and Appendix G in Draft Contract).

LU Ay
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Mountain Water employee’s retirement is currently with County Retircment
System. All employees that are vested will freeze their investment in the
county system and join UMG’s 401k retirement fund. UMG will match the
employee’s contribution at 50% up to 7% of the employee’s contribution. At
7% by employee, total contribution would be 10.5%. Those employee’s that
are not vested, UMG will jnvest the District’s contribution for each employee
into UMG’s 401k fund or pay out the District’s accumulated total to each
employee as a lump sum payment. NOTE: Employces vested in the CRS

will retain benefits @ the level acerued at the time of transition.

Price Proposal

1.

UMG’s submittal included a plan to pay off short term debt and capitalize the
term of the contract

UMG’s submittal included all utility bills, i.e. electricity, telephone, pagers,
purchased water. (Referenced in Section VI, Price Proposal).

UMG's budgetary process relies on standard accounting methods of
projecting costs over time, taking into consideration any out of normal
overtime expenses or other similar extraordinary cost. UMG’s methods will
conform to that outlined in the price proposal as submitted. More specifically,
UMG would offer for discussion with the District’s Board of Commissioners
a method to determine future service contract costs, based on a per customer

basis.

UMG will continue to work on refining the price on O M & M for Mountain

Water District

[ 3= PN <]



Your Utility Experts

May 9, 2005

Board of Commissioners
Mountain Water District
P.O. Box 3157

Pikeville, Kentucky 41501

Dear Commissioners:

I would like to thank the commissioners for the additional time for refining the
proposal for operations, maintenance and management for the District, However, 1
thought my proposal addressed all points of the solicitation and I have some concern
about extending the time for revisions of the price, adding plans and certain provisions.

Enclosed please find the addendum to the proposal for the Operations,
Maintenance and Management of the Mountain Water District as notified in your fax
dated: May 4, 2005. The information in the addendum will answer or identify the
section’s in the proposal in your fax, along with an adjusted price for O M&M for
Mountain Water District.

If you have any questions or need further information, please contact me at your
convenience at (606) 437-4754.

Sincerely,

Greg I\Zy 2
Utility Management Group

P.O. Box 663, Corbin, Kentucky 40702
Phone: 606-528-2454 - Fax: 606-528-1770



Addendum to Proposal to Mountain Water District
District Employees

1. All employees will be hired by Utility Management Group after successfiilly
passing a drug test. (Referenced in Section I, Page 1 in Executive Summary,
Section II, A 4, Page 5, Section ITL, A, Page 10 of the proposal) and again in
the draft contract in Section 2.1.

2. UMG’s plan for mumber of operational staffing after six months will be within
a range of fifty-one (51) and fifty-six (56). There are currently eleven (11)
persons on the construction crews at Mountain Water. UMG will propose a
plan to retain the eleven currently employed for water line construction and
add another five (5) for sewer line construction. The construction crews will
be totally funded by coal severance tax dollars earmarked for construction for
each specific project. UMG will construct specific projects for the amount
earmarked with coal severance tax dollars. (Referenced in Section VI, Price
Proposal) Resident Inspectors will remain with the District. (Referenced in
Section VI, Price Proposal).

3 Employees will be paid for all over 100 hours of time accrued. Employee will
transfer up to 100 hours of accrued time to UMG. (Referenced in Section VI,

Price Proposal and Appendix G in Draft Contract).



Mountain Water employee’s retirement is currently with County Retirement
System. All employees that are vested will freeze their investment in the
county system and join UMG’s 401k retirement fund. UMG will match the
employee’s contribution at 50% up to 7% of the employee’s contribution. At
7% by employee, total contribution would be 10.5%. Those employee’s that
are not vested, UMG will invest the District’s contribution for each employee
into UMG’s 401k fund or pay out the District’s accumulated total to each
employee as a lump sum payment. NOTE: Employees vested in the CRS

will retain benefits @ the level accrued at the time of transition.

Price Proposal

1.

UMG’s submittal included a plan to pay off short term debt and capitalize the
term of the contract

UMG’s submittal included all utility bills, i.e, electricity, telephone, pagers,
purchased water. (Referenced in Section VI, Price Proposal).

UMG’s budgetary process relies on standard accounting methods of
projecting costs over time, taking into consideration any out of normal
overtime expenses or other similar extraordinary cost. UMG’s methods will
conform to that outlined in the price proposal as submitted. More specifically,
UMG would offer for discussion with the District’s Board of Commissioners
a method to determine future service contract costs, based on a per customer
basis.

UMG will continue to work on refining the price on O M & M for Mountain

Water District,



STATE OF KENTUCKY

COUNTY OF FAYETTE
Before me, a Notary Public, and for said County and State, this \Z day
of Ba(—m\ , 2005 came Christine Templin

Personally known to me, who, being duly sworn, states as follows:

That she is Account Executive of

Lexingion Herald-Leader , and that said publication date of
ﬁ“v()ﬂl X‘, ZOOS carried the advertising
of_(Y\owntain (der DIsict

occupying the following space q- S S 1.

”~

Bycg/(/%;;; \é?c/:@

(SEAL)

Notary Public U




LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0. BOX 1530
111 PIKE STREET
FIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
E-MAIL: shmlaw@setel.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F, BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX

October 23, 2008

Michael R. Spears, CPA, PSC

P.O. Box 12

70

Prestonsburg, KY 41653
via email: mikespears@setel.com

Mike Litafik
7617 Upper

Johns Creek Road

Phelps, Kentucky 41553
via email: mikecreekconsulting@setel.com

Toni Akers,

Chairman

Mountain Water District
P.O. Box 3157

Pikeville, KY 41502
Hand Delivered

Re:

Mountain Water District / UMG Contract

Dear Lady and Gentlemen:

Following our conversations this morning concerning the canceled meeting, I
called Bob Myers to inform him that we would be willing to meet with him Monday

or Tuesday, but a decision had to be made on Wednesday. He called me back
with the following offer.
1)  $500,000 up front.
2) $25,000 per month concession on their contract.
3)  Extension of the current contract three years beyond the end of the
original contract.
4) If we cancel at any time prior to the end of the extended term, we

would owe them $500,000 (the amount being fronted) plus interest
(rate not disclosed).

erox WorkCentre 7845 10-23
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STRATTON, HOGG & MADDOX, P.S.C.

October 23, 2008
Page 2
5) They are prepared to amend the contract in regard to annual price

changes from an increase of new customers to some form of CPI
index adjustmment.

He states that they are still amortizing 1.5million dollars that was injected into the
company to start it, implying that there was a balance due on that bill if we
canceled now. I did not get into details with him over that number.

I would recommend that we set up a conference call or meet on Friday or Monday,
to review this in detail.

Lastly, after Bob hung up, he called me back to state that it would be in
everybody’s best interest if we did in fact hire an administrator as we had
discussed, and they strongly encouraged us to do that.

Please advise.

Sincerely,
STRATTON, HOGG & MADDOX, PSC

‘W
Daniel P. Stratton
email: dpstratton@setel.com

DPS/dsm

y: Standard
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989}
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

October 27, 2008

Greg May Via Fax: (606) 437-5083
Utilities Management Group,

158 Town Mountain Road

Suite 101

Pikeville, Kentucky 41501

RE: Mountain Water District Contract

Dear Greg:

Please be advised that on October 23™, Bob Myers informed me that UMG madé -

the following offer to amend the MWD /UMG contract. The Offer was as follows:

1) Payment of $500,000 up front (funds for bond payments).

2) $25,000 per month concession on your contract (effective upon date
of amendment).

3) Extension of the current contract by three (3) years beyond the end
of the original contract period.

4) If Mountain Water District cancels the contract at any time prior to
the extended term, it would owe UMG $500,000 (the amount being
fronted for bond payments) plus interest (rate for which was not
determined).

5)  Amend the contract in regard to the annual price changes from an
increase of new customers to some form of CPI index adjustment.

|
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STRATTON, HOGG & MADDOX, P.S.C.

October 27, 2008
Page 2

On behalf of Mountain Water, we appreciate the substantial move that you have
made with this offer. Unfortunately, we must respectfully decline the same.
However, we would counter that we amend the contract with an advance of
$450,000 up front, and a reduction in the monthly contract fee of $70,000
retroactive to July 1, 2008. This is a reduction of $6,250 per month from our
original offer.

Please understand that we originally made our offer based on our need to have
funds to pay current outstanding bond payments, to replenish the reserve, and
to hire an administrator. These are the numbers we need to make this work for
us. We recognize you have cost increases and need to make a profit, but the facts
are what they are and the debts and reserve must be paid as I know you

understand.

__This counter offer is open until Tuesday, October 28", at 4 pm. If you have any
questions concerning the same, please advise.

Sincerely,
Stratton, Hogg & Maddox, PSC

o /g///t A
Daniel P. Stratton
email: dpstratton@setel.com

DPS/dsm
cc: Toni Akers
Mike Litafik
Mike Spears
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX({1946-2003)

October 29, 2008

Greg May Via Fax: (606) 437-5083
Utilities Management Group Hard copy to follow

158 Town Mountain Road, Suite 101

Pikeville, Kentucky 41501

RE: Mountain Water District Contract
Dear Greg:

Please be advised that this letter is to notify you that Mountain Water District is
terminating it’s contract with UMG dated July 3, 2005. The termination shall be
effective no later than180 days from today, being Monday, Apnl 27", 2009, based
on the transition process.

This notice is being given pursuant to paragraph 11.1 of the contract, and is
deemed to have been given at the end of the third year of the agreement. This
notice shall also trigger all notice provisions in the contract concerning
termination.

As you know, since the close of the third year of our agreement, we have
attempted to renegotiate certain contract terms, and through no fault of either
party, we have been unsuccessful in doing so. Accordingly, the District has
authorized me to issue this notice of termination pursuant to it’s Board action
taken on Wednesday, October 29, 2008.

Obviously, there will be a great deal to do in regard to a transition from the
current structure to the return of Mountain Water District’s prior structure as an
independent operating entity. We look forward to working with you to ensure a
smooth transition.

Sincerely,
Stratton, Hogg & Maddox, PSC

[/ ! / ,«/KM}?‘V%
Daniel P. Stratton
DPS/dsm email: dpstratton@setel.com

cc: Mountain Water District Board
Mike Sopears
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MOUNTAIN WATER DISTRICT / UTILITIES MANAGEMENT GROUP

Agenda

TRANSITION MEETING
NOVEMBER 5, 2008

REVIEW RESPECTIVE CONTRACTUAL OBLIGATIONS

1)

2)

3)

4)

5)

6)

7)

8)

9

. UMG’s Obligations

Section 2.4 - UMG will supply District all computerized
programs, codes, records, instruction manuals and other items
necessary for the District to execute a complete transfer of their
records and operating systems necessary to access and maintain
the same within 30 days.

Section 2.5 - Within 90 days UMG will provide the District a
physical inventory of the District’s vehicles and equipment, and
a general statement as to the condition of each vehicle and piece
of equipment.

Section 2.6 - UMG will provide the District a physical inventory
of chemicals and other consumables at the time UMG begin
services under this agreement.

Section 2.8 - UMG will provide the District documentation of the
maintenance performed on the District owned equipment.

Section 2.15 - UMG will produce plant performance reports.

Section 2.16 - UMG will provide copies of all lab reports on water
tests, and all tests required by state and federal regulation will
be current as of the time of transfer.

Section 2.20-2.22 - UMG will provide all monthly reports to the
District’s project activities and water loss, meter readings and
billings.

Section 6.2 - UMG shall keep in force all project warranties,
guarantees, easements and licenses transferred to them under
this agreement. These need to be identified.

Section 11.4 - Upon notice of termination, UMG will assist the
District in assuming or transferring operations of the project for
a period up to six months from the date of notice of termination.
UMG’s compensation for such services shall be it’s cost not
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otherwise incurred in operation of the project. If additional cost
is incurred by UMG, at request of District, District shall pay
UMG such cost within 30 days of receipt of invoice.

10} Section 11.5 - Upon termination, UMG will return the project to
District in the same condition as it was upon the effective date,
ordinary wear and tear accepted.

11) Need a list of UMG property that was paid for by the District, or
for which the District specifically reimbursed UMG for the cost
incurred. These items are to be returned to the District.

B. Mountain Water District’s Obligations

1) Section 2.26 - Mountain Water District shall release UMG of it’s
obligation to maintain a $2,000,000 letter of credit upon termination
of this agreement and compliance by UMG with it’s obligations
hereunder.

2) Section 6.3 - District shall reimburse UMG for any sales tax or use
taxes on the value of services provided by UMG hereunder, unless the
District furnishes a valid exemption certificate for such taxes.

3) Section 11.3 - District shall pay UMG a termination fee based on the
remaining unamortized balanced of -start up cost and capital

expenditures made by UMG.

Appendix F - After 3 years, this amount is ZERO.

II. EMPLOYEE ISSUES
A) Management communication
B) Staff communication

C) Transition time table

III. TIME TABLE - see attached schedule
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PROPOSED TIME LINE SCHEDULE

DATE

October 29, 2008

November 26, 2008

December 30, 2008

January 30, 2009

February 28, 2009

April 27, 2009

EVENT

Notice of Termination

UMG to supply all computerized programs,
codes, records and instruction manuals.
Provide list of employees with copies of any
contracts, if any, respective compensation
benefits, accrued vacations, etc.

Copies of all existing insurance coverages.
Operating procedure manuals.

List of all real estate deeds, leases,
easements, transferred into the name of
UMG.

List of all equipment to be transferred back
to the District.

List of all equipment to be retained by UMG.
List of all deferred and prepaid expenses.
Copies of all contracts and agreements
effecting the District.

List of all claims and litigation made against
UMG or MWD by any party. (To be updated
the day of closing).

List all outstanding regulatory issues.

Report on all plant performance, plant
maintenance, and all related
documentation. (To be updated the day of
closing).

Provide all project warranties, easements
and licenses that have been transferred to
UMG.

Transfer to the District, all appropriate and
needed warranties, easements and licenses.

Inventory of chemicals and other
consumables be provided by UMG.

All lab reports and water tests at time of
transfer.

Effective transfer.

Completion of payment obligations to UMG.
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Ray S. Jones, Il [RAYSIJONESHBIIIYHICKMANS William Hickman, 1l

43 Tolie Lane * P.O. Box 3850 * Plkeville, KY 41502 - (606} 432-5777 - Fax (606) 432-5154
November 7, 2008

Via Facsimile and Mail Delivery: (606) 437-7800

Hon. Daniel Stratton

Stratton, Hogg & Maddox

P.O. Box 1530

Pikeville, KY 41502 N

Re: Utility Management Group, LLC
Dear Dan:

We do not agree that notice of termination has been properly given to Utility Management Group
and we do not agree with your reading of Appendix F and Appendix H. Therefore, this letter is to notify
you and your client, Mountain Water District, that we are asserting our right to maintain our attorney
client privilege regarding communications between Will Brown, a management employee and partial
owner of Utility Management Group, LLC. and yourself, your client, and any board members, etc. of
your client as well as other managers of Utility Management Group.

We agree that either Grég May, Bob Meyer, or one of their attorneys will meet with yourself or
your client’s board members whenever any discussions need to take place with Will Brown or any other
UMG managers. We will make every effort to be available on short notice and at your client’s
convenience as to both place and time.

Greg and Bob are working on the other items we discussed in our meeting and we hope to have
all of the other information quickly gathered and delivered to you. They are also reviewing the proposed
time line and thinking about who all should be involved in the transition team.

Thank you for your cooperation.

Sincerely,
\/\/VQ&M ﬂu,%m an, =/ Gt>
William Hickman, Il
WH/tli
cc: Greg May
Bob Meyer
Will Brown
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: {606) 437-7800
FAX: (606) 437-7569
www,shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

November 11, 2008

Hon. William Hickman, III Via Facsimile: 432-5154
Jones & Hickman Law Office Hard Copy to follow
P.O. Drawer 3850

Pikeville, Kentucky 41502

Re: Utility Management Group, LLC/Mountain Water District

Dear Bill:

Thank you for your letter of November 7, 2008. I would respectfully direct your
attention to Section 1.5 of the contract concerning notice. While the contract
provides an address of 500 Summit Drive, P.O. Box 663, Corbin, Kentucky 40702,
as the location of notice, Section 1.5 provides in the last sentence “where received
by the party for which notice is intended if given in any other manner®”. 1 sent
notice via facsimile to Greg May, your Chief Operating Officer, and Co-Manager
of the LLC. A hard copy of the faxed notice was sent by U.S. Mail to UMG’s
address in Pikeville. Greg May acknowledged notice by sending a letter to his
employees concerning the same, and he entered into a joint letter with the
Toni Akers, the Chairperson of Mountain Water District, acknowledging that
notice of termination had been sent, and was effective April 27, 2009. Ifyou
still believe we have not appropriately given notice pursuant to the terms of the
contract, please advise immediately.

Second, I would direct your attention to Section 11.4 of the contract, wherein it
provides, “Upon notice of termination by District, UMG shall assist District in
assuming or transferring operations of the project, for a period of up to six months
from the date of notice of termination®. In our meeting with you on November 5,
2008, we discussed an orderly procedure to transition employees from UMG back
to Mountain Water District. At that time, you expressed no objections to us doing
so. In fact, you provided us a list that we had requested of all employees.
Further, it was noted by our Chairperson that Mountain Water District employees
were allowed to be used in the transition of the operation from Mountain Water
District to UMG. We believe “good faith” requires like kind support.
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STRATTON, HOGG & MADDOX, P.S.C.

November 11, 2008
Page 2

At that time, we sought to clarify as to whether or not Will Brown, your
Superintendent of our project, was under any form of contract with you other than
being an employee at will. You stated he did not have a contract. We advised you
that we planned on a meeting with Mr. Brown to discuss his re-employment by
the District. At that time, you said Mr. Brown had “fiduciary duties” to UMG. We
noted that we had no interest in any issues concerning UMG, and that all we
wanted to do was to determine if he would be willing to be re-employed by the
District, and if so, the terms and conditions. You did not note any objections to
our re-employment of him.

You have now asserted in your letter of November 7™ that no one from Mountain
Water District, including it’s Board members or counsel, can communicate with
Will Brown or any other managers of Utility Management Group without counsel,
Greg May or Bob Meyer being present to do so. You have asserted attorney-client
privilege regarding any such communications. I have reviewed KRE 503 and I
believe your assertion of privilege is wholly misplaced. I won't debate that issue
here, but if in fact you are barring us from communicating with the person that
you have designated as Superintendent for our project, how are we to operate over
the next six months? If you are saying Mr. Brown has no authority to act in the
day to day operations without someone else from UMG present, please advise. If
you want to restrict our communication with him concerning transition issues,
that is your prerogative. However, if you are trying to prevent us from talking to
him or anyone else about future employment with the District, then that is not
acceptable. Such a position would constitute a breach of contract (§ 11.4), and
breach of good faith.

Bill, we need to sit down and discuss this immediately. It is important for both
companies and our community to make this a smooth and orderly transition. I
would think that the last thing that UMG would want is a negative reference
concerning their disposition of this matter, much less litigation if we can’t get this
matter resolved.

Please advise.
Sincerely,

Stratton, Hogg & Maddox, PSC

dend f Lt

Daniel P. Stratton

DPS/dsm email: dpstratton@setel.com
cc: Toni Akers
Mike Litafik
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Memo

To : Greg May and Bob Myers
From : Daniel P. Stratton
Date : November 11, 2010

Regarding : UMG / MWD Contract Negotiations
whEn AR Ttk R R knhl SRR el ¥R Nkl FEE kb sk

On behalf of Rhonda James, Mike Spears and myself, we wish to express to you
our appreciation for how well the preliminary negotiations have gone to date. In
order to insure that everyone is on the same page, 1 was asked to outline the
District’s proposed conceptual changes to the contract. We recognize that there
are a number of specifics that need to be completed, but we believe that it is
important to make sure that we are on the same page in regard to the big picture,
then we can proceed to work out the details.

The original contract set up a fixed fee arrangement wherein UMG assumes the
risk for all variable expenses, except for repair and maintenance. f R&M was over
budget; the District will make up that difference, and if it is under budget, UMG
will refund that amount to the District as the R&M budget covered your fee. To
date, with a few minor exceptions, which have been off set against each other,
~ there has been no additional payment or refund.

Up until the amendment of April 29, 2009, UMG received an additional fee for
each new water and/or sewer tap; the theory being, that fee would cover the
additional cost of servicing these additional customers. The contract also calls for
an annual adjustment in the base rate, based on the CPI index, if we could not
otherwise agree.

Asyouknow, under this arrangement, the District’s financial position deteriorated
due to the rapid growth of LMI taps, and the contract was amended on April 29,
2009, removing the compensation for each additional tap, thereby reducing it to
. a fixed fee agreement, subject to renegotiation or adjustment.

MWD’s proposal for this new contract creates a revenue sharing concept. This is

Page ]
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to insure that the District can meet it’s legal obligations and provide additional
income to UMG. Based on the latest audited information (2009), total sales were
$9,251,799. MWD would be paid $1,791,904 per year (based on projected cost),
and UMG would be paid $621,658 per month, our current proposal to UMG, being
the balance of the District’s revenues. From these expenses, UMG would assume
all variable expenses (in that you have at least some control over those
expenditures), and there would also be an allocation of $572,892 per year for
R&M. '

This would leave the District with two contingent budgetary issues. The first being
any unbudgeted R&M expense, and the second, any other unbudgeted expenses.
We are proposing that any additional revenue generated over the year, be divided
on a percentage basis with 70% to UMG and 30% to MWD. UMG’s share would
cover any increased cost, and if none, would be additional profit. MWD’s share
would be for any contingent expenses. At the end of the contract term, the base
line for both parties would be re-negotiated. '

We believe that this format provides sufficient income to the District to meet it’s
legal obligations, and provides a necessary contingency to maintain financial
health, while at the same time assuring that UMG will have revenue growth to
cover their expenses and profit.

Page 2

Xerox WorkCentre 7845 11-11-10 Memo - Stratton to May .. Thu Oct 30 18:20:51 2014 Media Type: Default Color: Automatic Office: sRGB-Display Press: Commercial Print Quality: Standard



-

6064325154

lones Hickmann 0 @:53:48 11-13-2008

e -

Ray S. Jones, I [RAY;SIJONESLBIILIHICKMANS
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THE LAW OFFICES OF

2/2

William Hickman, 111

43 Tolie Lane « P.O. Box 3850 » Plkeville, KY 41502 » (606) 432-5777 - Fax (606) 432-5154

November 13, 2008

Via Facsimile: (606) 437-7800

Hon. Daniel Stratton
Stratton, Hogg & Maddox
P.O. Box 1530

Pikeville, KY 41502

RE: Utility Management Group

Dear Dan:

You and your client are authorized to discuss the day to day operations of Mountain
Water District with the employees of Utility Management Group, including Will Brown, so long
as no operational, legal, or other issues related to Utility Management Group are discussed.

We are also authorizing you and your client to discuss employment possibilities with
Will Brown provided the discussions occur after hours when Mr. Brown is not on the job for
Utility Management Group and provided that you notify Utility Management Group immediately
if Mr. Brown agrees to go to work for Mountain Water District.

We are reserving comment on al] other issues at this time.

Thank you and your client for your cooperation.

Sincerely,
Bl
William Hickman, III
WH/tli
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L, HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

November 17, 2008

Hon. William Hickman, 111 Via Facsimile: 432-5154
Jones & Hickman Law Office Hard Copy to follow
P.O. Drawer 3850

Pikeville, Kentucky 41502

Re: Utility Management Group, LLC/Mountain Water District
Dear Bill:
Thank you for your letter of November 13, 2008, we will proceed accordingly.
1 understand that there are other issues that need to be reserved for future

conversations, however, [ would appreciate an answer on the issue you've raised
concerning our notice of termination. I think it is mute at this point in time, but

I would like confirmation from you on this issue. If you do not agree, then I will

need to resend the notice. We will then need to resolve that issue when we talk
about the other outstanding matters.

Sincerely,
Stratton, Hogg & Maddox, PSC

U o
Daniel P. Stratton

DPS/dsm email: dpstratton@setel.com
cc: Toni Akers
Mike Litafik
Mike Spears
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KXY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C, STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX({1946-2003)

March 31, 2009

Hon. William Hickman, II1

Jones & Hickman Law Office

P.O. Drawer 3850

Pikeville, Kentucky 41502

Via email: williamhickmal@bellsouth.net

Re: Utility Management Group, LLC/Mountain Water District Contract

Dear Bill:

-As I am sure you know, our clients reached an agreement yesterday concerning
" cancellation of UMG’s contract. Greg presented to the Board a settlement
proposal which was accepted. Pursuant to instructions from the Board, I have
prepared an amendment to the contract to reflect those changes. Please find
attached the proposal made by Greg, and the proposed amendment to the
contract. [ have tried to copy the proposal’s language as closely as I could. In
those other areas, I referenced the original contract. If you have any additions or

corrections, please advise.

In order to expedite the matter, I am sending Greg and Bob a copy of this
information along with a copy of the notification letter of the settlement to Judge
Rutherford, and proposed joint press release to be issued. If there is any changes
you have to the press release, please advise.

If everything is satisfactory in regard to the contract, please have your client sign
the same and return it to me for Toni’s signature.

Sincerely,
Stratton, Hogg & Maddox, PSC

e
Daniel P. Stratton
DPS/dsm email: dpstratton@setel.com

Enclosures

cc: Greg May via email: gregmay@umeglic.net
Bob Meyer via email: bmeyer@umegllc.net
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AMENDMENT TO AGREEMENT FOR OPERATIONS,
MAINTENANCE AND MANAGEMENT SERVICES

THIS AGREEMENT entered into this day of April, 2009, by and

between Mountain Water District, Post Office Box 3157, Pikeville, Kentucky
41502, hereinafter (“DISTRICT”), and Utilities Management Group, LLC, Post
Office Box 663, Corbin, Kentucky 40702, hereinafter (“UMG”}.

WHEREAS, the parties hereto entered into an agreement for UMG to
provide operations, maintenance and management services to the DISTRICT on
or about the 3 day of July, 2005 (“CONTRACT"); and

WHEREAS, pursuant to section 11 the of the CONTRACT, the DISTRICT
issued a notice of termination of the CONTRACT on or about the 29t day of
October, 2008; and

WHEREAS, the parties hereto have agreed to amend the CONTRACT so

as to contnue the same.

NOW THEREFORE WITNESSETH:

That for and in consideration of the mutual covenants and promises
contained herein, the DISTRICT and UMG agree as follows:

1) DISTRICT agrees to rescind its termination of UMG’s CONTRACT
dated July 3rd, 2005.

2) The CONTRACT will run its full term, terminating at the end of its
term on June 30, 2010.

3) UMG will provide the DISTRICT, upon closing of this agreement, a

“forgivable” Five Hundred Thousand Dollar ($500,000) loan. UMG will

Page |
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amortize this “loan” over a period of five (5) years at an assumed rate of five

percent (5%). Should the DISTRICT decide at any time to terminate its
CONTRACT with UMG, the DISTRICT agrees that it will repay UMG for the total
amount of the unamortized balance of the loan at the time of CONTRACT
termination. The schedule for amortization is attached as Exhibit A.

4) UMG agrees to reduce the DISTRICT’s obligation to pay repair and
maintenance expense Thirty Thousand Nine Hundred and Forty Dollars
($30,940) for the current fiscal year.

S) Effective with the April 2009 invoice, UMG will reduce its operating
and monthly management fee by the sum of Forty Six Thousand Dollars
($46,000) per month.

6) The third paragraph in section 7.1 of the CONTRACT shall be
deleted, and the parties agree that in lieu of that formula, UMG’s management

fee will be increased on an annual basis as provided in segtion 7.4 of the
CONTRACT.

T Sections 3.4 and 4.5 of the CONTRACT provided that UMG shall
pay all cost incurred in normal waste water, utility operations, and normal
water operations which include power bills. These provisions will be amended

as follows:

a) Each year UMG will provide the DISTRICT with a
comprehensive analysis of the total kilowatt hours, as well as
the average cost per kilowatt hour paid by UMG for all
DISTRICT owned facilities.

b} Should the told cost to UMG for DISTRICT electrical bills
increase over the previous year (either because of an
increase in the amount of kilowatt hours or due to an

Page 2
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increase in the average cost per kilowatt hour), the DISTRICT
will pay UMG for the net increase in cost. Should the total
cost decrease, UMG will reimburse the DISTRICT for the net
decrease in cost.

8) The parties acknowledge that the DISTRICT may, at its discretion,
hire an individual to provide administrative and financial oversight for the
DISTRICT, and report directly to the Board of Commissioners. This expense
shall be bome solely by the DISTRICT.

9) All other provisions of the CONTRACT will remain the same.

10) The provisions of this amendment will prevail over any provision in
the CONTRACT inconsistent with this amendment.

IN WITNESS WHEREOQOF, the parties hereto have agreed the date and

year first above written.

MOUNTAIN WATER DISTRICT UTILITIES MANAGEMENT GROUP, LLC
BY: BY:
IT'S: IT’'8:

Page 3
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Utility Management Group, LL.C

CONTRACT AMENDMENT PROPOSAL

Submitted to
MOUNTAIN WATER DISTRICT

March 30, 2009

Despite Mountain Water District’s stated intent to terminate its management contract
with Utility Management Group at the end of April, UMG feels that a continuation of the
contract through the end of its original five year term can — with certain concessions from
UMG - be beneficial to both the District and UMG. The concessions that UMG is
willing to make to the District are as follows:

1. With regard to the District’s request for an immediate infusion of cash to the
District from UMG to assist with its short term cash flow problems, UMG will:

A. Provide the District with a $500,000.00 “forgiveable” loan immediately
upon the execution of a revised management contract between the District
and UMG. UMG will amortize this “loan” over a period of five years at
an assumed rate of 5%. Should the District decide, at any time, to
terminate its contract with UMG, the District agrees that it will repay
UMG for the total amount of the unamortized balance of the loan at the
time of contract termination.

B. As of the end of February, 2009, the District’s Repair & Maintenance
expenditures have exceeded the contract ceiling by the amount of
$61,880.00. Should the District agree to continue its present contract with
UMG through June 2010, it will reduce the District’s obligation to repay
this overage by 50% ($30,940.00).

2. Withregard to a reduction in monthly management fee reductions, UMG
proposes the following:

A. UMG, effective with the April 2009 invoice to Mountain Water District,
will reduce the Operation & Management portion of its monthly fee by
JJ§ $36,000.00 per month. This will reduce the District’s annual contract fee
expense to UMG by $432,000.00.

3. UMG is also recommending and agreeing to a change in the manner in which ifs
contract fee is adjusted. At the present time, the contract allows for an automatic
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increase in UMG’s monthly fee based on the number of new water and sewer
customers added to the District’s customer base. In lieu of that formula, UMG
proposes that its management fee be increased on an annual basis based on either
a negotiated amount or an automatic increase annually based on the CPI.

As we indicated previously, UMG is cognizant of the District’s financial
obligations regarding annual bond / debt payments and funding various reserve
accounts. With an immediate infusion of $500,000 into the District’s cash flow, it
can either elect to partially fund its required reserve accounts or eliminate all or
part of its recent loan with Community Trust Bank. UMG also commits its
resources to coordinating with state legislators and funding agencies to secure
grant funds for the purpose of replenishing its reserve funds and assisting with
various bond payments.

In addition to the annual contract fee adjustment in item 2C above, the District
agrees that an annual adjustment will be made for the cost of providing electrical
service to all of the District’s facilities (paid by UMG). Each year, UMG will
provide the District with a comprehensive analysis of the total kilowatt hours as
well as the average cost per kilowatt hour paid by UMG for all District owned
facilities. Should the total cost to UMG for District electric bills increase over the
previous year (either because of an increase in the total amount of kilowatt hours
or due to an increase in the average cost per kilowatt hour), the District will pay
UMG for the net increase in cost. Should the total cost decrease, UMG will
reimburse the District for the net decrease in costs.

UMG concurs with the District that it is in the District’s best interest to hire an
individual (on the District’s payroll) to provide administrative and financial
oversight for the District — and to report directly to the District’s Commissioners.
This was part of the District’s rationale in its initial request for a contract
concession from UMG. Consequently, UMG strongly encourages the District to
hire a qualified individual in that capacity, and will assist the District with
identifying and orienting that individual.

UMG is prepared to work with District in finalizing and executing a contract
amendment which incorporates the terms and conditions in this proposal.

Submitted to Mountain Water District by:

UTILITY MANAGEMENT GROUP, LLC
Greg May, Chief Operating Officer

Date
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Description Loan: UMG to MWD
Loan Amount:: $500,000.00
interest Rate: 5.00%
Term (Months): 60
Loan Date: © 4/1/2009
Monthly Payment: $9,435.62
Lender:
{Month] Pmt Date | Pmt Amt | Inter Exp | Principal | Balance |
Beginning Balance $500,000.00
1] 5/1/2009] $9,435.62] $2,083.33 $7,352.28 $492,647.72
2| 6/1/2009] $9,435.62| $2,052.70 $7,382.92 $485,264.80
3| 7/1/2009( $9,435.62| $2,021.94 $7.413.68 $477,851.12
4]  8/1/2009( $9,435.62] $1,991.05 $7,444.57 $470,406.55
51 9/1/2009{ $9,435.62] $1,960.03 $7,475.59 $462,930.96
61 10/1/2009| $9,435.62{ $1,928.88 $7,506.74 $455,424.22
70 11/1/2009| $9,435.62| $1,897.60 $7,538.02 $447,886.20
8| 12/1/2009] $9,435.62| $1,866.19 $7,569.42 $440,316.78
91  1/1/2010[ $9,435.62| $1,834.65 $7,600.96 $432,715.82
10| 2/1/2010{ $9,435.62| $1,802.98 $7,632.63 $425,083.18
11| 3/1/2010| $9,435.62| $1,771.18 57,664.44 $417,418.75
12|  4/1/2010] $9,435.62] $1,739.24 $7,696.37 $409,722.37
131 5/1/2010] $9,435.62] $1,707.18 $7,728.44 $401,993.93
14 6/1/2010{ $9,435.62| $1,674.97 $7,760.64 $394,233.29
18]  7/1/2010| $9,435.62| $1,642.64 $7,792.98 $386,440.31
16 8/1/2010| $9,435.62] $1,610.17 $7,825.45 $378,614.86
17f  9/1/2010] $9,435.62) $1,577.56 $7,858.05 $370,756.81
18{ 10/1/2010{ $9,435.62| §1,544.82 $7,890.80 $362,866.01
19( 11/1/2010} $9,435.62| $1,511.94 $7,923.68 $354,942.34
20| J12/1/2010] $9,435.62 $1,478.93 $7,956.69 $346,985.65
211 112011 $9,435.62{ $1,445.77 $7,989.84 $338,995.80
22| 211/2011] $9,435.62 $1,412.48 $8,023.13 $330,972.67
23|  3/1/2011] $9,435.62] $1,379.05 $8,056.56 $322,916.11
24)  4/1/2011} $9,435.62) $1,345.48 $8,090.13 $314,825.97
25| 5/1/2011] $9,435.62] $1,311.77 $8,123.84 $306,702.13
26| 6/1/2011] $9,435.62 $1,277.93 $8,157.69 $298,544.44
270 7/1/2011] $9,435.62] $1,243.94 $8,191.68 $290,352.76
28| 8/1/2011| $9,435.62| $1,209.80 $8,225.81 $282,126.94
291 9/1/2011| $9,435.62] $1,175.53 $8,260.09 $273,866.86
30| 10/1/2011] $9,435.621 $1,141.11 $8,294.50 $265,572.35
31] 11/1/2011] $9,435.62( $1,106.55 $8,329.07 $257,243.29
32| 12/1/2011] $9,435.62( $1,071.85 $8,363.77 $248,879.52
33] 1/1/2012] $9,435.62] $1,037.00 $8,398.62 $240,480.90
34}  211/2012] $9,435.62| $1,002.00 $8,433.61 $232,047.28
35|  3/1/2012) $9,435.62 $966.86 $8,468.75 $223,578.53
36| 4M1/2012| $9,435.62 $931.58 $8,504.04 $215,074.49
371 5/M1/2012] $9,435.62 $896.14 $8,539.47 $206,535.02
38| 6/1/2012] $9,435.62 $860.56 $8,575.05 $197,959.96
39|  7/1/2012] $9,435.62 $824.83 $8,610.78 $189,349.18
40]  8/1/2012| $9,435.62 $788.95 $8,646.66 $180,702.52
411  9/1/2012| $9,435.62 $752.93 $8,682.69 $172,019.83
42| 10/1/2012| $9,435.62 $716.75 $8,718.87 $163,300.96
43| 11/1/2012| $9,435.62 $680.42 $8,755.20 $154,545.76
44| 12/1/2012| $9,435.62 $643.94 $8,791.68 $145,754.09
45{ 1/1/2013] $9,435.62 $607.31 $8,828.31 $136,925.78
46] 2/1/2013] $9,435.62 $570.52 $8,865.09 $128,060.69
471  3/11/2013| $9,435.62 $533.59 $8,902.03 |  $119,158.66
48| 4112013 $9,435.62 $496.49 $8,939.12 $110,219.53
49| 5/1/2013] $9,435.62 $459.25 $8,976.37 $101,243.17
50{ 6/1/2013] $9,435.62 $421.85 $9,013.77 $92,229.40
511 7M/2013] $9,435.62 $384.29 $9,051.33 $83,178.07
52| 8/1/2013| $9,435.62 $346.58 $9,089.04 $74,089.03
53] 9/1/2013] $9,435.82 $308.70 $9,126.91 $64,962.11
541 10/1/2013] $9,435.62 $270.68 $9,164.94 $55,797.17
55| 11/1/2013] $9,435.62 $232.49 $9,203.13 $46,594.04
56] 12/1/2013| $9,435.62 $194.14 $9,241.47 $37,352.57
57| 1172014 $9,435.62 $155.64 $9,279.98 $28,072.59
58| 2M1/2014| $9,435.62 $116.97 $9,318.65 $18,753.94
59| 3/1/2014| $9,435.62 $78.14 $9,357.48 $9,396.46
60] 4/1/2014] $9,435.62 $39.15 $9,396.46 $0.00




YUNTAIN WATER DISTRICT

>UMMARY OF REVENUES 2007-2009
& DISBURSEMENTS
2007 Average 2008 Average 2009 Projected
TOTAL  {Per Month TOTAL |Per Month YTD 2009-2010
(Per Audit) (Unaudited) (Unaudited)
REVENUE
Customer Payments
Water 7,280,232 | 606,686 7,997,278 | 666,440 |} 1,298,263
Sewer 839,581 69,965 781,430 65,119 141,258
TOTAL REVENUE 8,119,813 | 676,651 8,778,708 | 731,559 || 1,439,521 9,018,972
% Increase from prev year. 4.0% 8.1% 2.7%
DISBURSEMENTS (Excluding Non-Cas
Commissioners' Payroll 30,000 2,500 33,635 2,803 2,148 33,635
Legal Fees 18,723 1,560 42,333 3,528 9,736 30,000
Accounting Fees 53,312 4,443 63,599 5,300 1,590 50,000
Other Contract Services 0 0 0 0 10,000
Insurance 0 0 0 0
Settlement Expenses 0 0 25,500 25,500
Contr Mgmt Expense Assumed 0 0 (8,180)
Miscellaneous Expenses 15,190 1,266 15,581 1,298 2,839 25,000
Contract Management Fees
Operations 6,268,101 | 522,342 || 7,068,415 | 589,035 6,715,608
Repair & Maintenance 450,121 37,510 507,593 42,299 510,180
Total Contract Mgmt Fees 6,718,222 | 559,852 7,576,008 | 631,334 639,337 || 7,225,788
DEBT PAYMENTS / RESERVES
Principal & Interest Payments
RD Loans 740,990 795,393
KIA Loans 545,201 380,543
CTB Loan - Bond Pmts 0 114,576
CTB Loan - Old Projects 0 100,728
Total Principal & Inter. Pmts 1,283,352 1,286,191 0 1,391,240
l
Payments to Reserve Accounts
TOTAL CASH DISBURSED 8,118,799 9,017,347 8,791,163
REV. OVER/(UNDER) EXPENDITURES 1,014 (238,639) 227,809
NOTE: The above projections for 20t include any budgeted expenses for
a "Financial/Administrative Overs If the total cost for that position
including salary and benefits is $it cash flow for the District would be reduced accordingly. (75,000)
Adjusted positive cash flow: 152,809

NOTE 2: The above projections do imated annual payments into reserve accounts.




SPEARS MANAGEMENT AND CONSULTING, INC.

P.O. BOX 2932
PIKEVILLE, KY 41502
April 2, 2009
Mountain Water District
Board of Commisioners
Pikeville, KY 41653

RE: UMG, LLC Contract Amendment Proposal

Dear Commissioners,

After Monday’s board meeting, I reviewed the proposal made by UMG. I took the proposal
and broke it down line item by line item. I have attached the spreadsheet for such. I have
projected that it would save the District approximately $652,547 over the next 15 months through
June 30, 2010. Ihave also done a spreadsheet for your review to compare that to the lowest offer
that was made to UMG by the District during our negotiations. In that offer we asked for a
$2,130,000 concession from UMG through June 30, 2010. I have taken $75,000 out of that
amount for an Administrative salary that we anticipated hiring if UMG accepted, in order to make
the two proposals comparative. I concluded that the offer by UMG is $1,402,453 less than what

was offered to them as our lowest offer.

Also if the District goes ahead with the termination of UMG’s contract versus extending it,
the District would owe an unamortized amount due to UMG of $144,052.00. If in fact the Board
decides to accept the proposal and does not extend the contract of UMG beyond June 30, 2010
then the board will owe an unamortized amount of $394,233.29 at that time, an increase of
$250,181.29 for staying in the contract through the end date of the original contract.

‘Also in the offer from UMG Item 3 takes away the floor CPI of 2.5 %, therefore I used that

potential loss in my calculations. Items 3 and 5 have some unknowns in them and T can only

estimate the effect of them and have done so in my calculations.

Keep in mind that we already had to borrow $500,000.00 from Community Trust Bank in
December of 2008 to make bond payments because of cash flow problems. The Contract
amendment does not reference this other than to say in Item 4 that we could use the new loan
from UMG to pay that off. This does nothing but replaces us owing Community Trust Bank by
us owing UMG instead. 1don’t see any advantage in this scenario.

In light of the analysis as presented, 1 cannot recommend the Board accept this Amendment
as proposed. It does not solve the long-term cash flow requirements of the District. I cannot see
any way of reestablishing our Bond reserves and have very grave concerns that we would not be

able to meet Bond payments as well,

I appreciate the opportunity to serve you and if you have any questions please feel free to
contact me at 886-8040.

Sincerely,

Michael R. Spears, CPA

Xerox WorkCentre 7845 04-02-09 Letter - Spears to MWD .. Thu Oct 30 18:13:40 2014 N‘|edia

Type: Default Color: Automatic Office: sRGB-Display Press: Commercial Print Quality: Standard



Mountain Water District

March 30 Contract Amendment Proposal
Calculation of the Concession by UMG
In the event that we don’t extend the original contract past June 30, 2010.

Actual Concession
item 1. Infusion of cash of $500,000 into the district, in the form of a
forglveable loan. Amortized at five years at 5 % interest. $ 500,000.00

If we don't extend the contract beyond the June 30, 2010 date
then we repay UMG the following amount as per their schedule (394,233.29)

Actual Cash infusion if we don't extend the contract $ 105,766.71

ltem 2. UMG agrees to reduce monthly fees by $46,000 per month
per statement before the vote was cast, instead of the $36,000
on the contract | worked from. This was ta be effective April 2009, 690,000.00

Item 3. | cant calculate the savings because we don't know what the CPI
will do. Butif | project 1000 new custmers at $23.50 per month
assuming they come on ratably over the year and there is no CP{
increase then the savings would be 188,940.00

Note: This is offset by CPI increases if any.

Loss of floor CPl of 2.5% at $7,571,376 based on Aug 08 bill (1889,284.40)

~ Item 4. No contractual obligation in this item because $500K is item 1. -
Iitem 5. According to numbers provided during negotiations Electric was
$724,000 per year per my notes. This seems low to me but for

analysis this is fine. Assume projected increase in Rate of
7.5%, only UMG can control Kilowatt hours so this should be

eliminated, Addition cost to the District would be (67,875.00)
Item 8. Additional cost to hire Administrator is a cost to the Board even

though it is not a concession by UMG. Thersfore it is included. (75,000.00)

Projected Savings to the Board if the contract expires in June 2010, __652,547.31
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No. Mos
on Contracl Former Fee

april 67 15 $ 23,50 $ 23,617.50
may 67 14 § 2350 $ 22,043.00
june 67 i3 § 2350 $ 20468.50
july 67 12 $ 23.50 $ 18,894.00
aug 67 11 $ 2350 $ 17,319.50
sep 67 10 $ 2350 § 15,745.00
act 67 9 $ 2350 $ 14,170.50
nov 67 8 $ 2350 $ 12,596.00
dec 67 7 3 23.50 % 11,021.50
jan 67 6 5 23.50 $§ 9,447.00
feb 67 5 $ 2350 $ 787250
mar 67 4 ¥ 23.50 $ 6,298.00
april 67 3 $ 2350 $ 4,723.50
may 67 2 $ 2350 % 3,149.00
june 67 1 $ 2350 § 1,574.50

$188,940.00
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AMO;?TIZATION SCHEDULE

Description UMG Capital Costs - MWD Contract
Loan Amount:: $547,494.17
Interest Rate: 6.50%
Term (Months): 60
Purchase Date: 7/112005
Monthly Payment: $10,712.35
Lender:
{ Month| Pmt Date | PmtAmt | InterExp | Principal | Balance
Beginning Balance $547,494.17
11 8/1/2005| $10,712.35] $2,965.59 $7,746.76 | $539,747.41
2| 9/1/2005] $10,712.35] $2,923.63 $7,788.72 | $531,958.69
3] 10/1/2005| $10,712.35| $2,881.44 $7,830.91 $524,127.78
41 11/1/2005| $10,712.35| $2,839.03 $7,873.33 | $516,254.46
5| 12/1/2005] $10,712.35] $2,796.38 $7,9156.97 | $508,338.48
6] 1/1/2006| $10,712.35] $2,753.50 $7,958.85 | $500,379.63
7] 2/1/2006} $10,712.35] $2,710.39 $8,001.96 | $492,377.67
8] 3/1/2006| $10,712.35| $2,667.05 $8,045.31 $484,332.36
9] 4/1/2006! $10,712.35] $2,623.47 $8,088.80 | $476,243.48
10| 5/1/2006| $10,712.35] $2,579.65 $8,132.70 { $468,110.78
11| 6/1/2006] $10,712.35] $2,535.60 $8,176.75 $459,934.02
12| 7/1/2006] $10,712.35| $2,491.31 $8,221.04 | $451,712.98
13} 8/1/2006| $10,712.35] $2,446.78 $8,265.57 | $443,447.41
14| 9/1/2006| $10,712.35] $2,402.01 $8,310.35 | $435,137.06
15| 10/1/2006] $10,712.35| $2,356.99 $8,355.36 | $426,781.70
16| 11/1/2006] $10,712.35| $2,311.73 $8,400.62 | $418,381.08
47 12/1/2006|-8$10,712.35| - $2,266.23 |- - -$8,446.12-| - $400,934.96 |- -
18| 1/1/2007] $10,712.35| $2,220.48 $8,491.87 | $401,443.09
19] 2/1/2007] $10,712.35] $2,174.48 $8,537.87 | $392,905.22
20| 3/1/2007| $10,712.35| $2,128.24 $8,684.12 | $384,321.11
21| 4/1/2007] $10,712.35| $2,081.74 $8,630.61 $375,690.50
22| 5/1/2007| $10,712.35( $2,034.99 $8,677.36 | $367,013.13
23| 6/1/2007| $10,712.35] $1,987.99 $8,724.36 | $358,288.77
24| 7/1/2007] $10,712.35{ $1,940.73 $8,771.62 | $349,5617.15
25| 8/1/2007| $10,712.35/ $1,893.22 $8,819.13 | $340,698.01
26| 9/1/2007| $10,712.35] $1,845.45 $8,866.90 | $331,831.11
27] 10/1/2007} $10,712.35} $1,797.42 $8,914.93 | $322,916.18
28| 11/1/2007| $10,712.35] $1,749.13 $8,963.22 | $313,952.95
29| 12/1/2007] $10,712.35] $1,700.58 $9,011.77 | $304,941.18
30| 1/1/2008| $10,712.35| $1,651.76 $9,060.59 | $295,880.59
31 2/1/2008| $10,712.35| $1,602.69 $9,109.67 | $286,770.93
32| 3/1/2008| $10,712.35/ $1,553.34 $9,159.01 $277,611.92
33| 4/1/2008] $10,712.35| $1,503.73 $9,208.62 | $268,403.30
34] 5/1/2008] $10,712.35] $1,453.85 $9,258.50 | $259,144.80
35| 6/1/2008| $10,712.35] $1,403.70 $9,308.65 | $249,836.14
36| 7/1/2008| $10,712.35| $1,353.28 $9,359.07 | $240,477.07
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UMG AMORTIZATION SCHEDULE

Description UMG Capital Costs - MWD Contract
Loan Amount:: $547,494.17

Interest Rate: 6.50%

Term (Months): 60

Purchase Date: 71112005

Monthly Payment: $10,712.35

Lender:

Month| Pmt Date | Pmt Amt Inter Exp Principal Balance
37| 8/1/2008| $10,712.35| $1,302.58 $9,409.77 | $231,067.30
38| 9/1/2008] $10,712.35] $1,251.61 $9,460.74 | $221,606.57
39| 10/1/2008| $10,712.35{ $1,200.37 $9,5611.98 | $212,094.58
40{ 11/1/2008| $10,712.35| $1,148.85 $9,563.51 $202,531.08
41 12/1/2008| $10,712.35| $1,097.04 $9,615.31 $192,915.77
42 1/1/2009] $10,712.35] $1,044.96 $9,667.39 | $183,248.38
43{ 2/1/2009]| $10,712.35 $992.60 $9,719.76 | $173,5628.62
44 3/1/2009} $10,712.35 $939.95 $9,772.41 $163,756.21
45| 4/1/2009] $10,712.35 $887.01 $9,825.34 | $153,930.87
46! 5/1/2009| $10,712.35 $833.79 $9,878.56 | $144,052.31"
47| 6/1/2009{ $10,712.35 $780.28 $9,932.07 | $134,120.25
48| 7/1/2009] $10,712.35 $726.48 $9,985.87 | $124,134.38
49| 8/1/2009] $10,712.35 $672.39 $10,039.96 | $114,094.42
50| 9/1/2009| $10,712.35 $618.01 $10,094.34 | $104,000.08
51 10/1/2009|. $10,712.35] . . $563.33 $10,149.02 $93,851.06
52| 11/1/2008| $10,712.35 $508.36 $10,203.99 $83,647.07
53| 12/1/2009| $10,712.35 $453.09 $10,259.26 $73,387.81
54f 1/1/2010| $10,712.35]  $397.52 | $10,314.83 | $63,072.97
55| 2/1/2010} $10,712.35 $341.65 $10,370.71 $52,702.26
56} 3/1/2010] $10,712.35 $285.47 $10,426.88 $42,275.38
57| 4/1/2010| $10,712.35 $228.99 $10,483.36 $31,792.02
58( 5/1/2010] $10,712.35 $172.21 $10,540.15 $21,251.88
59| 6/1/2010{ $10,712.35 $115.11 $10,597.24 $10,654.64
60| 7/1/2010{ $10,712.35 $57.71 $10,654.64 ($0.00)
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EXHIBIT 1

CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSHIP)
TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COST ROLLING STOCK LARGE TOOLS EQUIPMENT
PURCHASED BY UMG:!
Hammerhead Mole 11/30/2005| § 3,700.00 S 3,700.00
2005 Expedition 6/30/2006] 5  34,448.02 | S 34,448.02
2006 GMC Sierra 7/10/2006| 5 31,951.401} S 31,951.40
Hammerhead Mole 8/31/2006{ S 3,808.83 S 3,808.83
Hammerhead Mole 11/6/2006| $ 3,826.68 S 3,826.68
Air Compressor 1/31/2007| 5 2,771.99 5 2,771.99
Air Compressor 1/31/2007| § 1,358.78 S 1,358.78
2 Way Radio 1/31/2007{ $ 3,147.00 S 3,147.00
Camera 1/31/2007{ $ 5,126.77 S 5,126.77
Tilt Bed Trailer 1/31/2007} S 7,368.20 | S 7,368.20
Aqua Scope 1/31/2007{ 5 2,092.44 S 2,092.44
Engine Scanner 1/31/2007] & 2,546.01 S 2,546.01
Trencher 4/27/2007| 4,001.00 | S 4,001.00
Laptop Computer 1/23/2008| $ 1,680.06 S 1,680.06
Trailer 1/31/2008| S 2,495.00 | 5 2,495.00
Laptop Computer 2/25/2008| S 1,619.58 S 1,619,68
Data Recorder 2/20/2008] $ 2,717.50 5 2,717.50
Computer 4/30/2008) & 3,385.00 5 3,385.00
Pressure Logger 5/20/2008| 5 420.00 S 420.00
lLaptop Computer 8/5/2008]| S 1,185.00 S 1,185.00
Phone System 8/21/2008| $ 17,592.44 S 17,592.44
Parking Lot Paved 8/29/2008] $_ - 14,000.00 S 14,000.00
Laptop Computer 12/18/2008| 5 1,163.90 ' S - 1,163.90
2009 Yukon 4/28/2008| 5  53,227.62 | S 83,227.62
Laptop Computer 5/31/2009{ S 660.01 s 660.01
Cameras/DVR 6/19/2009] 1,355.00 S 1,355.00
2009 F150 6/9/2009] &  48,000.00 | § 48,000.00
Trailer 6/25/2009) § 7,282,.20 | 5 7,282.20
Auto Dialer 9/28/2003] $§  3,044.00 $  3,044.00
Desktop PC 11/13/2009 S 599,98 S 559.98
2005 F350 7/23/2010{ § 13,500.00 | § 13,500.00
2006 F250 7/23/2010} S 11,500.00 | § 11,500.00
TOTALS $ 291,57451)$ 213,773.44 |5 31,516.00 | $ 46,285.07
PURCHASED BY MOUNTAIN WATER DISTRICT:
Weedeater 8/31/2005| $ 275.00 5 275.00
Trash Pump 8/31/2005} § 892.62 S 892.62
Cut Off Saw 10/31/2005) § 821.08 S 821.08
Radios/Chargers 11/30/2005| § 1,361.00 S 1,361.00
Colorimeter 11/30/2005| $ 1,018.54 S 1,018.54
2005 Ranger 12/31/2005| 6  17,840.65 | 5 17,840.65
Ford F250 2/25/2006] & 3292995 | S 32,929.95
Trailer 8/4/2006] 5 7,656.00 | § 7,656.00
Mini Excavator 8/30/2006| $  29,503.00 | § 29,503.00
Ford F250 8/31/2006| $ 31,400.00 | $ 31,400.00

ype: Default Color: Automatic Office: sSRGB-Display Press: Commercial Print Quality: Standard

- Spears to MWD .. Thu Oct 30 18:13:41 2014 Media T

{erox WorkCentre 7845 04-02-09 Letter



EXHIBIT 1

CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSHIP)

TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COosT ROLLING STOCK LARGE TOOLS EQUIPMENT
Ford F250 8/31/2006{ S  31,400.00 | § 31,400.00
Ford F350 8/31/2006{ 5 36,089.00 | § 36,089.00
Dump Truck 5/19/2007| S 70,772.00] S 70,772.00
2008 Colorado 8/6/2007| § 12,639.65 | § 12,639.65
2008 Colorado 8/9/2007| & 12,639.65|S  12,639.65
2008 Nissan 10/24/2007| 5 24,769.00 ] § 24,769.00
2008 Ranger 12/2/2007] 5 19,090.00 | § 18,050.00
2008 Ranger 7/29/2008{ § 16,404.00 | § 16,404.00
2008 Ranger 7/29/2008] § 16,404.00 | § 16,404.00
2008 Ranger 7/28/2008] S 16,404.00 | § 16,404.00
Phone System 2/25/2009] § 10,000.00 S 10,000.00
Postage Machine 3/18/2009] S 1,477.00 S 1,477.00
Computer Domain 3/30/2008] $ 300.00 5 300.00
Payroll Software 4/21/2009] 5 1,550.00 ] 1,590.00
Komatsu Mini Exc 4/30/2009| S 37,580.00| S 37,580.00
Pressure Washer 6/22/2009] S 2,200.00 S 2,200.00
2009 Chevy PU 9/29/2009| S 34,406.24 | S 34,406.24
2008 Chevy PU 9/29/2009] S 34,406.24 | § 34,406.24
TOTALS $ 502,268.62|5 482,333.38)5§ 6,568.23 | $  13,367.00
PAID THROUGH R&M ACCOUNT:
Radios 1/31/2008] § 3,663.00 S 3,663.00
Trailer 6/30/2008| § 552.48 | S 552.48
Band Saw 1/23/2008| $ 397.90 $ 397.90
Hose Combo Kit 1/31/2008| § 1,194.69 S 1,194.69
Scanner Update | 8/29/2008| S 97900} ... 1S5 979.00] _
Hydrant Gaigg 10/27/2008| S 405.86 S 405.96
Refrigerator 5/27/2009] § 660.58 S 660.58
Settleometer Kit 3/6/2009| $ 1,142.38 S 1,142.38
Flow Meter 9/9/2009| $ 5,856.46 5 5,856.46
Shut off Too! 5/8/2009| $ 325.00 $ 325.00
Weedeater 6/30/2009| S 264.67 S 264.67
Hole Saw 7/31/2008! S 588.07 S 588.07
Wastewater Probe 11/19/2009{ 5 731.61 S 731.61
Impact Wrench 1/28/2010( § 205.00 S 205.00
Vega Drill. Etc 8/31/2010] § 1,465.50 S 1,465.50
Refrigerator 1/22/2010| $ 1,220.53 $  1,220.53
Trash Pump 3/21/20101 § 597.12 5 597.12
Radios 8/10/2010{ S 1,892.10 S 1,892.10
Laptop, etc. Mtr Rdng 8/30/2010( $  13,650.00 5 13,650.00
Correlator Upgrade 9/21/2010{ S 10,077.43 S 10,077.43
TOTALS $ 45,.869.48|$ 552.48 | § 43,435.89 | 1,881.11
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UTILITY MANAGEMENT GROUP, LLC
SCHEDULE OF CAPITAL EXPENDITURES FOR OFFICE EQUIPMENT

FOR MOUNTAIN WATER DISTRICT PAID BY UMG, LLC

P

oo ¥

ITEM ~DATE VENDOR AMOUNT
New Telephone System: 6/13/2008 S.E. Telephone $13,796.22
8/22/2008 S.E. Telephone $13,796.22
Subtotal new phone syslem: $27,592.44
Personal Computers/Laptops
Refurbished Desklops 2/28/2006 Kimberlain IT $1,677.00
Spartan Laplop 5/20/2006 Kimberlain IT $1,558.20
Inte! Pentium Workstation 8/30/2006 Kimberlain IT $1,433.48
Intel Pentium Workstation 9/17/2006 Kimberlain IT $1,409.10
Intel Pentium Workstation 11/9/2008 Kimberlain IT $1,375.00
Intel Pentium Warkstation 1/13/2007 Kimberlain IT $1,480.00
Intel Pentium Waorkstation 2/16/2007 Kimberlain IT $1,369.30
Lenova Laptop 3/5/2007 Kimberlain IT $864.00
17" Flat Panel Monitor 6/17/2007 Kimberlain IT $352.50
Desktop Computer (Tammy) 8/17/2007 Kimberlain IT $1,279.00
New Server 12/12/2007  |Kimberlain IT $6,081.00
Dell Notebook 6/4/2008 Staples $920.97
New Laptop 8/5/2008 W Brown $1,185.00
Dell Compuler 11/20/2008  [W Brown AmEx $1,163.90
Subtotal computers/laptops §22,157.45|
Refrigerator 8/22/2008 Sears $455.79
TOTAL CAPITAL EQUIPMENT
(OFFICE) PAID BY UMG . . .. £ e --.-$50,205,68

|
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Contract Development Costs|/ Amortization
Utility Management Group, LLC

12/31/06

ITEM Amount ?

07/08/05 Loan Fee Huntinglon Nall, Bank (60 Mo.) 19,786.67 — '
07/27/05 Sick / Vacation / Pers. Time Buyout (60 Mo.) (A) 320,000.00
08/12/05 Reimbursement for Retirement (59 Mo.) (B) i 121,812.50
09/01/05 Retirement Buyout (58 Mo.) 43,719.00
505,318.17

2005  Capital Items Purchased 2005 42,176.00 — NMsd Y

TOTAL TO BE AMORTIZED . 547,494.17

ADDITIONAL CAPITAL EXPENSE ASSUMED BY UMG:
MWD Consalidation Loan: Monthly Pmts made

by UMG for 32 months @ $6.126.40/month 196,044.80

TOTAL INITIAL CAPITAL EXPENSE 743,538.97
Current UMG Liability for Accrued Vacation/Pers Days - 132,676.68 M

d Dee

(A} UMG paid $320,000 1o MWD to buyout Sick / Vacation / Personal time. MWD paid the employees

(B} UMG paid $121,812.50 to employees via payroll. Thisiwas for the nonvested portion the MWD
employees lost when they became employees of UMG and the new 401k plan was established.
The were paid a bonus by UMG and they were given the option to contribute 100% of the bonus
to the 401k plan. :
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Ray 3. Jones, 1i

THE LAW OFFICES DF

William Hickman, Il
Roy J. Downey

43 Tolle Lane » P.O. Box 3850 e Pikeville, KY 41502 e (606) 432-5777  Fax (606) 432-5154 -

April 16, 2009

Danny Stratton
Stratton, Hogg & Maddox, PSC

PO Box 1530

Pikeville, KY 41502

Re:  Amendment to Agreement for Operations,
Maintenance and Management Services

Dear Dan:

‘We suggest the following changes to your rough draft:

Paragraph 3 UMG will provide the District, upon closing of this agreement, a Five Hundred

Paragraph 4

Paragraph 5

Paragraph 7

Thousand Dollar ($500,000.00) loan. This loan will be amortized over a period of
five years at a simple interest rate of five percent per annum according to the
Schedule for Amortization that is attached hereto as Exhibit A and which is
incorporated herein as if set forth at length. For each full month that this contract
remains in effect or is extended or renewed, UMG agrees to “forgive” or

otherwise not require that a payment actually be made from the District to UMG.
Should the contract or any renewal or extension not be in place between the
District and UMG the District agrees that it will repay UMG for the total amount
of the unamortized balance of the loan at the time that the Contract has ended or

is no longer in effect.

As of the end of February, 2009 the District’s Repair and Maintenance
expenditures have exceeded the contract ceiling by the amount of Sixty Thousand
Eight Hundred and Eighty Dollars ($61,880.00). UMG hereby reduces this
amount to Thirty Thousand Nine Hundred and Forty Dollars ($30,940.00).

Beginning with the first April, 2009 invoice to the District, UMG will reduce its
operating and monthly management fee by the sum of Twenty Three Thousand
Dollars ($23,000.00) off of each bi-monthly billing so as to reduce the total
monthly billing by a total of Forty Six Thousand Dollars (§46,000.00).

change (towed cost) to (totaled cost)
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Paragraph 8 add the following sentence — Said individual will have access to all of the

WH/ca -
#08-1083

District’s records that are in the possession of UMG during regular business
hours. . -

Respectfully,

(U liam Nichman, 10
cA

William Hickman, IIT
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LAW OFFICES OF
STRATTON, HOGG & MADDOX, P.S.C.
P.0O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)

STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

April 20, 2009

Hon. William Hickman, III

Jones & Hickman Law Office

P.O. Drawer 3850

Pikeville, Kentucky 41502

Via email: williamhickmal@bellsouth.net

Re: Amendment to Agreement for Operations
Mountain Water District / UMG Contract

Dear Bill:

Please be advised that I have reviewed your April 16, 2009, letter with Toni and Mike
as the Board will not meet in full session until April 29™. Your proposed amended
language to paragraphs 3, 5, 7 and 8 are acceptable.

As to paragraph 4, we need to inquire as to whether or not this provision is hard
money or soft money. By that, what I mean is, the R&M budget is an annual budget.
If UMG is over budget for the year, then Mountain Water has to pay them the
difference. We will not know until the end of the year as to whether or not the budget
is over or under. Projects could easily be postponed until the following year in order
to bring the budget under $60,000. We originally interpreted this as a $30,000
savings based on the year end, and wish to clarify that point.

Secondly, a new topic has come up which involves amendmeni of notice of
termination. The key reason why the Board approved this agreement was because
of UMG’s promise to try to solicit additional money from the legislature to fund our
debts. The legislature will meet in January 2010. It is the Board’s understanding
that Greg agreed to terminate the agreement if he was unable to get the money.
However, no one will know if he is able to get the money until after the termination
notice date has passed, which is December 31%. Accordingly, we need to amend the

six month termination notice to ninety (90) days.
Please respond to David prior to the 29" as I will be out of town.

Sincerely,
Stratton, Hogg & Maddox, PSC

Komudf Srirber

Daniel P. Stratton
DPS/dsm email: dpstratton@setel.com

cc: Mountain Water District Board Members



Mountain Water District

March 30 Contract Amendment Proposal

Calculation of the Concession by UMG
In the event that we don’t extend the original contract past June 30, 2010.

Actual Concession

Item 1. Infusion of cash of $500,000 into the district, in the form of a
forgiveable loan. Amortized at five years at 5 % interest. $500,000.00

If we don’t extend the contract beyond the June 30, 2010 date
then we repay UMG the following amount as per their schedule (394,233.29)

Actual Cash infusion if we don't extend the contract $ 105,766.71

Item 2. UMG agrees to reduce monthly fees by $46,000 per month
per statement before the vote was cast, instead of the $36,000
on the contract | worked from. This was to be effective April 2009. 690,000.00

Item 3. | cant calculate the savings because we don't know what the CPI
will do. But if | project 1000 new custmers at $23.50 per month
assuming they come on ratably over the year and there is no CP!
increase then the savings would be 188,940.00

Note: This is offset by CPl increases if any.

Loss of floor CPI of 2.5% at $7,571,376 based on Aug 08 bill (189,284.40)

Item 4. No contractual obligation in this item because $500K is item 1. -

Item 5. According to numbers provided during negotiations Electric was
$724,000 per year per my notes. This seems low to me but for
analysis this is fine. Assume projected increase in Rate of
7.5%, only UMG can control Kilowatt hours so this should be
eliminated. Addition cost to the District would be (67,875.00)

ltem 6. Additional cost to hire Administrator is a cost to the Board even
though it is not a concession by UMG. Therefore it is included. (75,000.00)

Projected Savings to the Board if the contract expires in June 2010. 652,547.31
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3,149.00
1,674.50

$188,940.00




MOUNTAIN WATER DISTRICT

PROJECTED
2009
AUDITED FINANCIAL STATEMENTS PROJECTED
2003 | 2004 | 2005 | 2006 | 2007 2008 | 2009
Operating Revenues
Metered Water Revenue - Residential $ 4,649,788 3 4,969,522 § 5043,002 $ 5,221,060 $5,767,199 § 6,286,247 $ 6,600,559
Metered Water Revenue - Commercial 485,527 532,813 556,627 615,563 607,573 662,255 695,367
Metered Water Revenue - Industrial 49,942 53,795 48,863 43,405 48,293 52,639 55,271
Metered Water Revenue - Public Authorities 335,010 308,652 314,106 318,044 275,488 300,282 315,296
Metered Water Revenue - Multiple Family Dwellings 209,062 216,733 222,850 201,976 197,756 215,554 226,332
Metered Water Revenue - Bulk Loading Stations -
Fire Protection Revenue 1,200 1,200 1,150 1,200 1,150 1,200 1,200
Sewer Revenue 417,308 526,361 647,607 855,994 839,581 881,560 925,638
Water and Sewer Revenue 6,147,837 6,609,076 6,834,205 7,257,242 7,737,040 8,399,737 8,819,664
Other Water Revenues (sub-category)
Customer late pmts 127,182 169,431 166,878 158,013 200,649 206,668 212,869
Miscellaneous Service Revenues 496,448 514,004 663,206 307,302 110,650 110,650 110,650
Service Connection Fees 63,103 789,445 83,540 84,617 71,474 73,618 75,827
Subtotal Other Water Revenues 686,733 762,880 913,624 549,932 382,773 390,937 399,345
Total Operating Revenues 6,834,570 7,371,956 7,747,829 7,807,174 8,119,813 8,790,674 9,219,009
Operation and Maintenance Expenses
Contract Service Management - - 2,521,578 6,332,862 6,718,222 7,223,058
Depreciation 1,739,690 1,994,862 2,242,984 2,342,537 2,465,454 2,514,763 2,590,206
Salaries and Wages - Employees 1,804,780 2,033,661 891,374 1,885,700
Materials and Supplies 680,877 814,282 442,186 1,219 1,139,995
Employee Group Benefits 423,597 482,993 395,052 671,779
Electric Power 283,973 442,494 234,223 530,993
Water Purchased - Pikeville 665,527 437,639 233,586 525,167
Water Purchased - Williamson 443,553 367,816 205,690 441,379
Auto and Transportation 342,690 328,980 176,257 271 3,287 3,186 394,776
Insurance 148,801 248,460 105,311 19,259 298,152
Payroll Taxes 154,811 158,854 105,277 2,874 570 147,296
\nsurance - Workers Comp 105,746 113,818 101,637 211,074
ries and Wages - Management 140,971 148,645 88,194 95,000
atract Service - Accounting & Auditing 78,530 75,167 65,978 54,765 53,312 55,000 55,000
Bad Debt 18,335 87,366 61,976 64,802 75,066 75,000 75,000
Contract Service Legal 18,206 45,231 56,335 22,801 18,723 35,000 35,000
Chemicals 72,987 54,737 30,666 82,106
Water Purchased - Sandy Valley 88,406 89,978 29,998 i
Compensation Commisioners 18,000 18,000 29,000 29,000 30,000 30,000 30,000
Contract Service General 32,547 63,706 15,085 44,706 76,447
Telephone 25,225 29,157 14,020 34,988
Regulatory 11,216 11,917 12,311 13,076 14,300
contract Service - Engineering 1,183 7,324 10,699 1,523 8,789
Settlement Fees - 7,200 17,097 2,503 70,000 -
Education, Dues, and Meetings 9,020 8,953 6,795 349 2,579 1,604 10,744
Miscellaneous 14,226 8,064 2,218 4,988 4,800 9,677
Rent - Building 1,949 3,196 1,136 25 25 25 3,835
Advertising 2,097 1,434 581 1,044 1,808 2,585 1,721
Rent - Equipment 2,029 41,493 - 49,792
Maintenance 17,246 17,491 - 20,989
Total Operation and Maintenance Expenses 7,346,188 8,135,718 8,087,347 8,948,210 9,376,637 10,015,071 9,439,905
Operating income (Loss) (511.618) (763,762) (339,518) (1.141,036) (1.256,724) (1,224,398) (220,896)
Non Operating Revenue {Expenses)
Gain on Sale of Assets 2,270 7,562 32,151 49,949 163,902 - -
Interest Income 13,625 12,377 25,867 46,975 42,170 42,170 42,170
Dicount Amortization 3,828
Interest Expense (579,847) (644,006) (679,795) (653,086) (586,010)  (572,465) (596,777)
Total Non Operating Revenue{Expenses) Net (560,124) (624,067) (621,777) .{556,162) (379,938) {530,295) {554,607)
Net Income {Loss) (1,071,742) (1,387,829) (961,295) (1,697,198) (1,636,662) (1,754,693) (775,503)




ASSUMPTIONS

Operating Revenues

Metered Water Revenue - Residential
Metered Water Revenue - Commercial
Metered Water Revenue - Industrial
Metered Water Revenue - Public Authorities

Metered Water Revenue - Multiple Family Dwellings

Metered Water Revenue - Bulk Loading Stations
Fire Protection Revenue
Sewer Revenue
Water and Sewer Revenue
Other Water Revenues (sub-category)
Customer late pmts
Miscellaneous Service Revenues
Service Connection Fees

Subtotal Other Water Revenues
Total Operating Revenues

Operation and Maintenance Expenses
Contract Service Management
Depreciation

Salaries and Wages - Employees
Materials and Supplies

Employee Group Benefits

Electric Power

Water Purchased - Pikeville

Water Purchased - Williamson

Auto and Transportation

Insurance

P-~+roll Taxes

nce - Workers Comp
. @5 and Wages - Management

~Contract Service - Accounting & Auditing
Bad Debt

Contract Service Legal

Chemicals

Water Purchased - Sandy Valley
Compensation Commisioners
Contract Service General

Telephone

Regulatory

contract Service - Engineering
Settlement Fees

Education, Dues, and Meetings
Miscellaneous

Rent - Building

Advertising

Rent - Equipment

Maintenance

Total Operation and Maintenance Expenses

Operating Income (Loss)

Non Operating Revenue (Expenses)
Gain on Sale of Assets
Interest Income
Dicount Amortization
Interest Expense
Total Non Operating Revenue{Expenses) Net

Net Income {Loss)

MOUNTAIN WATER DISTRICT

PROJECTED
2009

WATER REVENUES IN 08 RISE 9 % AND 09 RISE 5%

SEWER REVENUES IN 08 RISE 5 % AND 09 RISE 5%

OTHER WATER REVENUES REMAIN SAME WITH 3 % INCREASE

NO CONTRACT MANAGEMENT IN PLACE
ESTIMATE DEPRECIATION

ASSUME 14 LESS EMPLOYEES THAN 04 AT $25K PER TIMES 3 % INCREASE FOR THE 4 YEARS

40 % INCREASE IN MATERIALS

USE PAYROLL FACTOR INCREASE BY 50%
20% INCREASE SINCE 04

20% INCREASE SINCE 04

20% INCREASE SINCE 04

20% INCREASE SINCE 04

20% INCREASE SINCE 04

FACTOR OF SALARY

ASSUME INCREASE BASE ON PAYROLL AND RATES

NUMBER FOR MANAGEMENT PERSONNEL
AVERAGE OF YEARS

AVERAGE OF YEARS

AVERAGE OF YEARS

50% INCREASE SINCE 04

NO WATER PURCHASES FROM SV
ACTUAL

20% INCREASE SINCE 04

20% INCREASE SINCE 04

20% INCREASE SINCE 04

20% INCREASE SINCE 04

20% INCREASE SINCE 04
20% INCREASE SINCE 04
20% INCREASE SINCE 04
20% INCREASE SINCE 04
20% INCREASE SINCE 04
20% INCREASE SINCE 04

SAME AS ALWAYS

PER AUDIT



‘TOUNTAIN WATER DISTRICT
NALYSIS OF BOND, KIA AND INTEREST EXPENSE

12/1/2009
BONDS KIA
PRINCIPAL |INTEREST ]PRINCIPAL [INTEREST TOTAL
2008 257,982 483,008 370,699 174,502 1,286,191
2009 268,500 471,315 255,298 113,906 1,108,019
2010 321,081 492,313 262,041 107,251 1,182,686
2011 = 293,500 446,290 268,970 100,411 1,109,171
2012 B 310,500 429,313 263,158 93,485 1,096,456
2013 o 322,000 417,799 270,046 86,687 1,096,532
2014 X 332,000 407,695 277,121 79,703 1,096,519
2015 ¥ 342,500 397,042 284,391 72,525 1,096,458
RESERVE ACCOUNT KIA RD :
R&M DEPR TOTAL
UNDERFUNDED PER AUDIT OF 2007 505,000 478,500 983,500
2008 56,294 58,560 114,854
2009 56,294 58,560 114,854
2010 56,294 39,360 95,654
2011 56,294 39,360 95,654
2012 56,294 39,360 95,654
013 56,294 39,360 95,654
2014 5,000 35,640 40,640
2015 33,240 33,240
847,764 821 ,940_- 1,669,704
YEARS REMAINING ON NEW CONTRACT 5
YEARLY CONCESSION 333,940.80
RESERVE ACCOUNT BALANCES I PER AUDITS
2003 2004 2005 2006 2007 2008 2009
REQUIRED RESERVES
KIA-R&M 366,228 385,578 395,578 588,160 504,564 537,060 617,588
RD - DEPRECIATION RESERVE 312,960 348,300 354,420 432,300 478,500 560,948 595,620
679,188 733,878 749,998 1,020,460 983,064 1,098,008 1,213,208
g0 mers
ACTUAL RESERVES 715,445 807,120 907,095 562,256 7,981 1,981 1’53‘.‘535
OVERFUNDED/(UNDERFUNDED) 36,257 73,242 157,097  (458,204) (975,083) (1,096,027) (1,074,208)

* ESTIMATED

— S v
)/,DPD/W by (rapeve =310 [yvr
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LF 2001 WL_v

Rev 08/04
USoA Actual Budget Estimate
Acct # 2008 2009 . 2010
Operating Revenues
Sales of Water (sub-category)
460 Unmetered Water Revenue
461.1 Metered Water Revenue - Residential 6,415,079 6,515,993 & 6,/11.478
461.2 Metered Water Revenue - Commercial 776,465 634,440 $ 691,540
461.3 Metered Water Revenue - Industrial 52,051 51,100 $ 55,699
461.4  Metered Water Revenue - Public Authorities 280,330 293,962 3 299,841
461.5 Metered Water Revenue - Multiple Family Dwellings 224,745 256,000 $ 256,000
461.6  Metered Water Revenue - Bulk Loading Stations 0 0 0
462 Fire Protection Revenue 1,150 1,200 1,200
465 Sales to Irrigation Customers 0 0
466 Sales for Resale 0 0
Subtotal Sales of Water 7,749,820 7,752,695 8,015,753
Other Water Revenues (sub-category)
470 Forfeited Discounts 0 0
471 Miscellaneous Service Revenues 344 498 468,000 280,000
472 Rents from Water Property 0 0
473 Interdepartmental Rents 0 0
474 Other Water Revenues 708,051 854,721 933,875
Subtotal Other Water Revenues 1,052,549 1,322,721 1,213,875
Total Operating Revenues 8,802,369 9,075,416 9,229,628
Operation and Maintenance Expenses
601 Salaries and Wages - Employees 0 0 0
603 Salaries and Wages - Commissioners 28,924 24,000 30,000
604 Employee Pensions and Benefits 0
Medical/Life Insurance 0 0 0
Retirement Benefits 0 0 0
Other 0 0 0
Subtotal Employee Pensions and Benefits 0 0 0
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LF 2001 v.. _v

Rev 08/04
USoA Actual Budget Estimate
Acct # 2008 2009 2010
610 Purchased Water 0 0 0
615 Purchased Power 0 0 0
616 Fuel for Power Production 0 0 0
618 Chemicals 0 0 0
620 Materials and Supplies 0 0 0
631 Contractual Services - Engineering 0 0 0
632 Contractual Services - Accounting 69,189 60,000 55,000
633 Contractual Services - Legal 44,709 92,000 60,000
634 Contractual Services - Management Fees 7,366,703 7,246,963 7,103,064
635 Contractual Services - Testing 0 0 0
636 Contractual Services - Other 0 15,000
641 Rental of Building/Real Property 0 0 0
642 Rental of Equipment 0 0 0
650 Transportation Expenses 0 0 0
656 Insurance - Vehicle 0 0 0
657 Insurance - General Liability 0 0 0
658 Insurance - Workers' Compensation 0 0 0
659 Insurance - Other 0 0 0
660 Advertising Expense 3,716 1,200 3,500
665/667 Regulatory Commission Expense 12,000 12,000 12,000
668 Water Resource Conservation Expense 0 0 0
670 Bad Debt Expense 59,534 66,150 69,458
675 Miscellaneous Expenses 10,427 12,000 12,000
Total Operation and Maintenance Expenses 7,595,202 7,529,313 7,345,022
Depreciation Expense
403 Depreciation Expense on Utility Plant 2,886,035 3,261,348 3,300,000
Amortization Expense
406 Amortization of Utility Plant Acquisition Adjustments
407 Amortization Expense
Total Amortization Expense 0 0 0




LF 200t W_ _v

Rev 08/04

USoA Actual Budget Estimate

Acct # 2008 2009 2010
Taxes Other Than Income

408.10 Utility Regulatory Assessment Fees

408.11 Property Taxes

408.12 Payroll Taxes 1,695 1,600 1,600

408.13 Other Taxes and Licenses

Total Taxes Other Than Income 1,695 1,600 1,600

Income from Utility Plant Leased to Others

413 Income from Utility Plant Leased to Others
Gains (Losses) from Disposition of Utility Property

414 Gains (Losses) from Disposition of Utility Property 29,364 0 0
Net Utility Operating Expenses 10,453,568 10,792,261 10,646,622
Utility Operating Income (Loss) (1,651,199) (1,716,845) (1,416,994)
Other Income and (Deductions)
Net Results of Merchandising, Jobbing and Contract Work

415 Revenues from Merchandising, Jobbing and Contract Work

416 Costs & Expenses of Merchandising, Jobbing & Contract Work

Net Merchandising, Jobbing and Contract Work 0 0 0

Interest and Dividend Income

419 Interest and Dividend Income 14,652 14,063 15,000
Allowance for Funds Used During Construction

420 Allowance for Funds Used During Construction
Nonutility Income

421 Nonutility Income 0 0 0

Miscellaneous Nonutility Expenses
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LF 2001 v\
Rev 08/04

USoA Actual Budget Estimate
Acct# 2008 2009 2010
426 Miscellaneous Nonutility Expenses
Taxes Other Than Income
408.20 Taxes Other Than Income (Other Income and Deductions)
Interest Expense
4271 Interest on Debt to Associated Companies
427.2  Interest on Short-Term Debt
427 .3 Interest on Long-Term Debt 555232 615,000 600,000
4274  Interest on Customer Deposits
427.5 Interest - Other
428 Amortization of Debt Discount and Expense
429 Amortization of Premium on Debt
Total Interest Expense 555,232 615,000 600,000
Income Before Contributions & Extraordinary Items (2,191,779) $ (2,317,782) $ (2,001,994)
Proceeds from Capital Contributions
432 Proceeds from Capital Contributions
Federal Grants 14,437,500 2,000,000 2,000,000
State Grants 5,689,442 3,000,000 3,000,000
Other Grants 0 50,000 50,000
Customer Contributions 181,277 185,000 175,000
Subtotal Proceeds from Capital Contributions 20,308,219 5,235,000 5,225,000
Net Extraordinary Items
433 Extraordinary Income
434 (Extraordinary Deductions) 0
Net Extraordinary Items 0 0 0
Change in Net Assets 18,116,440 $ 2,917,218 $ 3,223,006




MOUNTAIN WATER DISTRICT/UMG
CONTRACT NEGOTIATIONS

Date

Transaction Annualized Cost/Value
Savings Life of Contract
7/3/05 UMG/MWD Contract Fee $ 6,819,000
8/2008 UMG/MWD Annualized Fee $ 7,571,376
9/30/08 MWD FIRST OFFER TO AMEND
1.) One time $450,000 refund $ 2,280,000
2.) Reduce monthly fee effective 7/1/08 by $76,250 per month $ 915,000
10/23/08 | UMG COUNTER OFFER
1.) $500,000 loan plus interest (5 years)
2.) Reduce monthly fee $25,000 ($300,000 annual savings - $450,000 life of contract) | $ 299,000 | $ 949,000
3.) Three (3) year contract extension
4.) Drop fee for new customers ($188,000 savings)
5.) Adjust fee schedule to CPI (0 vs. 2.5%) (-$189,000)
10/27/08 | MWD COUNTER OFFER
1.) $450,000 Refund $ 840,000 | $ 2,133,450
2.) Reduce monthly fee $70,000
10/29/08 | MWD Termination Notice to UMG

Page 1 of 3




Date

Transaction Annualized Cost/Value
Savings Life of Contract
3/30/09 |UMG COUNTER OFFER
1.) $500,000 forgivable loan
2.) Reduce R&M ($30,940 savings)
3.) Reduce monthly fee $36,000 ($432,000 savings) $ 391,940
4.) Fee adjustment to CPI (0 vs 2.5%) (-$189,000)
5.) Drop new customer fee ($188,000 savings)
6.) Mountain Water pays power bill increase (-$70,000)
7.) $1,750,000 grants
with loan if contract is extended $ 893,940
with loan if contract ends 2010 $ 499,707
with loan if contract is extended, plus grants $ 2,643,940
4/3/09 MWD COUNTER OFFER
1.) All of the above except
a) $46,000 monthly adjustment ($552,000 savings)
b) UMG pays all power $ 581,940
with loan if contract is extended 1,081,940
with loan if contract ends 2010 $ 687,707
with loan if contract is extended, plus grants $ 2,831,940

Page 2 0f 3




Date

Transaction

Annualized Cost/Value
Savings Life of Contract
4/29/09 | AMENDED AGREEMENT
1.) $500,000 forgivable loan
2.) Reduce R&M $30,940 (2008)
3.) Reduce monthly fee $46,000 ($552,000) $ 581.940
4.) Delete additional monthly fee of $23.50 for new water customers and $ 188,000*
$19.00 for new sewer customers. )
* Estimate $ 769,940

Page 3 of 3




DOLLARS

1,300,000
1,200,000
1,100,000
1,000,000
900,000
800,000
700,000

600,000

REQUIRED RESERVES VS. ACTUAL CASH

500,000
400,000
300,000
200,000

100,000

2006

——REQUIRED RESERVES

679,188

733,878

749,998

1,020,460

983,064

1,098,008

1,213,208

—&—ACTUAL CASH

715,445

807,120

907,095

562,256

7,981

1,981

139,000

YEARS

—+—REQUIRED RESERVES

~&~ACTUAL CASH




Mountain Water District

Projections for Contract Negotiations

Projected Revenue

Cash Flow Projections
Commisioners Expense
Accounting
Legal
Bad Debt Expense
Miscellaneous
Consolidated Note
MWD Superintendent
RD and KIA Loans
Reserve Requirements
Total Outflows

Net Available to UMG/R&M Budget

Monthly Rate to UMG ‘4

Current Monthly Rate
Monthly Increase

%-age

Assumptions
2 % Growth Annually

Fully funding reserves over the 5 year Contract

2010 2011 2013 2014 2015

$ 9220628 $ 9414221 $ 9602505 $ 9,794,555 $ 0,990,446
30,000 30,000 30,000 30,000 30,000
55,000 55,000 55,000 55,000 55,000
75,000 75,000 75,000 75,000 75,000
70,000 70,000 70,000 70,000 70,000
40,000 40,000 40,000 40,000 40,000

100,716 100,716 100,716 48,410 -
78,000 78,000 78,000 78,000 78,000
1,182,686 1,182,686 1,182,686 1,182,686 1,182,686
333,940 333,940 333,940 333,940 333,940
1,965,342 1,965,342 1,065,342 1,013,036 1,864,626
7,264,286 7448879 7,637,163 7,881,519 8125820
605,357 620,740 636,430 656,793 677,152
591,922 605,357 620,740 636,430 656,793
13435 _ 15383 15600 20,363 _ 20,358
2.22% 2.48% 2.47% 3.10% 3.01%
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DOLLARS
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9000000

8000000
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6000000
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REVENUE VS EXPENSE LESS DEPR VS UMG CONTRACT

2004

2006

2007

2008

——REVENUE

6834570

7371956

7747829

7807174

8119813

8802369

—#—EXPENSE LESS DEPR

6168892

6772485

6498291

7211777

7454923

8137477

—&—UMG CONTRACT

0

0

2521578

6332862

6718222

7366703

YEARS

—+—REVENUE —®—EXPENSE LESS DEPR —a—UMG CONTRACT
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10,000,000

REVENUE vs UMG vs OTHER EXPENSE
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B UMG Contract
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170,660
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DOLLARS

10000000
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5000000
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3000000

2000000
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REVENUE VS EXPENSE LESS DEPR VS NET PROFIT

2003

2004

2005

-I

2007

Gross Revenue

6834570

7371956

7747829

7807174

8119813

8802369

B Expense less Depr

6168892

6772485

6498291

7211777

7454923

8137477

'O Profit Margin

665678

509471

1249538

505397

664890

664892

YEARS

BGross Revenue

BExpense less Depr

OProfit Margin




DOLLARS

140,000,000

120,000,000

TOTAL PLANT VS TOTAL DEBT

100,000,000

80,000,000

60,000,000

40,000,000

20,000,000

——TOTAL PLANT

82,243,344

90,776,815

99,806,544

111,039,988

111,111,848

121,923,276

-~ TOTAL DEBT

16,345,632

17,707,860

18,990,843

18,190,924

16,723,684

16,160,910

YEARS

L—O—TOTAL PLANT -~ TOTAL DEBT




DOLLARS
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40,000,000
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ASSETS, LIABILITIES AND EQUITY
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6/26/1905_ S\

2741905 & |

6/28/4005 &~

6/36/4965

—6—ASSETS

67,996,652

75,201,594

81,186,730

86,843,272

91,861,916

96,090,244

-&—LIABILITIES

38,043,915

28,631,127

33,080,125

37,636,194

40,910,992

27,022,880

~&-EQUITY

29,952,737

46,570,467

48,106,605

49,207,078

50,950,924

69,067,364

YEARS

—¢—ASSETS —@—LIABILITIES ~#-~EQUITY




LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: {(606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

January 8, 2010

Mr. Greg May

Utility Management Group

158 Town Mountain Road, Suite 101
Pikeville, Kentucky 41501

RE: Mountain Water District / UMG Contract

Dear Greg:

As you know, the current contract between UMG and Mountain Water District
expires on June 30, 2010, and the negotiations for extension of the contract need
to be completed no later than April 1, 2010. In light of the upcoming examination
of Mountain Water District’s operations by Crit Luallen, Auditor for the
Commonwealth of Kentucky, I plan to advise the Board that they should request
a six month extension of the current contract, and all deadlines therein, so that
it would not appear that we are trying to complete a second contract prior to
completion of the auditor’s examination. Given the publicity that has been
received over various issues facing the District, I think it would be prudent to
extend the contract for six months, pending completion of the audit.

I have enclosed for your review and consideration, a draft agreement establishing
this extension. If you have any additions or corrections, please advise. I would
like to be able to present a document to the Board at the January meeting, I
would also like to be able to represent to the Commissioners at that time, that you
have no objections to the extension, or if you do, what those might be. Barring
any objections, and if the Board approves it, I will forward a copy of the signed
document to your office for signature, and then you can return a copy of the
completed document to me.

If you have any questions concerning the same, please feel free to call.

Sincerely,
Stratton, Hogg & Maddox, PSC
)
Daniel P. Stratton
DPS/dsm email: dpstratton@setel.com
Enclosure
cc: Rhonda James
Grondall Potter
Mike Spears
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- AMENDMENT TO AGREEMENT FOR OPERATIONS,
MAINTENANCE AND MANAGEMENT SERVICES

THIS AGREEMENT entered into this day of January, 2010, by and

between Mountain Water District, Post Office Box 3157, Pikeville, Kentucky
41502, hereinafter (“DISTRICT’), and Utility Management Group, LLC, Post
Office Box 663, Corbin, Kentucky 40702, hereinafter (“UMG?”).

WHEREAS, the parties hereto entered into an agreement for UMG to
provide operations, maintenance and management services to the DISTRICT on
the 3rd day of July, 2005, hereinafter (“CONTRACT”); and

WHEREAS, the parties amended the above referenced CONTRACT on the
29th day of April, 2009; and

WHEREAS, the term of the CONTRACT is through June 30, 2010; and

WHEREAS, the District is being subjected to an examination by the
Auditor’s office of the Commonwealth of Kentucky in the first quarter of 2010;
and

WHEREAS, the parties agree that it would be in the interest of both
parties to extend the CONTRACT, and all deadlines therein, for six (6) months
pending completion of the above referenced examination, prior to renegotiating

the same.

NOW THEREFORE WITNESSETH:

That for and in consideration of the mutual covenants and promises
contained herein, the DISTRICT and UMG agree as follows:

1} The parties CONTRACT dated July 3, 2005, as amended on April
29, 2009, shall be extended from June 30, 2010, to December 31, 2010.

Page 1
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2)  All other provisions of the CONTRACT as amended shall remain
the same.

3) The provisions of this amendment shall prevail over any other
provision in the CONTRACT as amended, which are inconsistent with this
amendment.

IN WITNESS WHEREOF, the parties hereto have agreed the date and

year first above written.

MOUNTAIN WATER DISTRICT UTILITIES MANAGEMENT GROUP, LLC
BY: BY:
Irs: ITs:

Page 2
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Memorandum

To : MWD Board

From /Z}é’ /L

Date January 17, 2010
Regarding : UMG Contract

kkkdk dhkdhk kkkk kkkk kkdk dkdkk dhdk khdkh hkkk

.9 (X ]

Please find attached the final revision to the MWD /UMG Contract for your review

and consideration for the Special Board Meeting scheduled for Thursday, January

20, 2011, at 2:00 pm at the District’s office. Also enclosed is a clean copy of the
final documents.

The additional sections that have been added to this agreement are the new 2.26
and 6.10, concerning capital purchases and who is responsible for what. Please
read this in detail as this is basically putting into words what has been practiced
over the prior five years.

Also attached is a close out agreement to the first contract. UMG made a claim
for utility rate expenses, which we questioned, and we have agreed to settle the
same, along with a claim for reimbursement of expenses from the 2007 flood
through offsetting some funds the respective parties owed each other through the
R&M Budget and the payment of $57 062. 65 cash to UMG

The second element of the settlement agreement acknowledges the funds that are
owed UMG from the 2010 flooding, and that we will make payments on those
starting June 15%, in the event FEMA has not paid the same prior to that time.

Lastly, there are certain assets that have been purchased as capital items under
the agreement that need to be re-titled. Exhibit “A” is the current title for these
assets and Exhibit “B” is how they will be re-titled. Everything comes back to the
District, except for Grondall and David’s trucks.

Approval of this agreement will basically wipe out any other claims that either
party may have against the other as a result of the first contract. The final
contract will need to be approved subject to UMG’s signature on this document.

At the special meeting, subject to your instructions, [ will go over this new
contract in detail, outlining all of the changes and additions from the original
contract. If everyone is satisfied at that time, it would then be appropriate for the
Board to approve the agreement, if it so wishes.

If you have any questions prior to the meeting, please advise.

cc:  Mike Spears
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AMENDMENT TO AGREEMENT FOR OPERATIONS,
MAINTENANCE AND MANAGEMENT SERVICES

THIS AGREEMENT entered into this day of January, 2010, by and

between Mountain Water District, Post Office Box 3157, Pikeville, Kentucky
41502, hereinafter (“DISTRICT”), and Utility Management Group, LLC, Post
Office Box 663, Corbin, Kentucky 40702, hereinafter (“UMG”).

WHEREAS, the parties hereto entered into an agreement for UMG to
provide operations, maintenance and management services to the DISTRICT on
the 3 day of July, 2005, hereinafter (“CONTRACT”); and

WHEREAS, the parties amended the above referenced CONTRACT on the
29th day of April, 2009; and

WHEREAS, the term of the CONTRACT is through June 30, 2010; and

WHEREAS, the District is being subjected to an examination by the
Auditor’s office of the Commonwealth 6f Kcntﬁ;:ky in the first quarter of 2010;
—

WHEREAS, the parties agree that it would be in the interest of both
parties to extend the CONTRACT, and all deadlines therein, for six (6) months

pending completion of the above referenced examination, prior to renegotiating

the same.

NOW THEREFORE WITNESSETH:

That for and in consideration of the mutual covenants and promises
contained herein, the DISTRICT and UMG agree as follows:

1) The parties CONTRACT dated July 3, 2005, as amended on April

29, 2009, shall be extended from June 30, 2010, to December 31, 2010.

Page 1
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2)  All other provisions of the CONTRACT as amended shall remain

the same.

3) The provisions of this amendment shall prevail over any other
provision in the CONTRACT as amended, which are inconsistent with this
amendment.

IN WITNESS WHEREOF, the parties hereto have agreed the date and

year first above written.

MOUNTAIN WATER DISTRICT UTILITIES MANAGEMENT GROUP, LLC
BY: BY:
IT'S: IT'S:

Page 2
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UTILITY MANAGEMENT GROUP o Wy s TR
Your Utility Experts i ” %

January 26, 2010

Mr. Daniel P. Stratton

Stratton, Hogg & Maddox, PSC
P.O. Box 1530

Pikeville, Kentucky 41502

RE: Mountain Water District / KRS Chapter 74.050

Dan:

Grondall indicated to me earlier today that you are requesting some form of certification

that Mountein Water District is in compliance with KRS 74.050 regarding the obligation

of the District’s Treasurer to “maintain a proper record of the receipts and disbursements

of the water district in accordance with the Uniform System of Accounts for utilities”.

My understanding is that this requirement addresses the internal accounting policies and
procedures of the water district, not those of UMG, as the District’s contract management
“operafor. = = =

l

As you are aware, Mountain Water District makes a semi-monthly payment to UMG for
services rendered, pursuant to our contract. - At the last commission meeting, in
December 2009, Mike Spears addressed the commissioners and spoke with me
afterwards in the context of UMG specifying on its semi-monthly invoices the amount of
charges(s) associated with water system operations and likewise how much relates to
sewer operations. We agreed that, beginning in January 2010, UMG would detail on its
invoices to the District the amounts associated specifically with water and sewer
operations.

As to how Mountain Water District accounts for its payments to UMG, in accordance
with the Uniform System of Accounts and subsequently reports that information to state
agencies, [ would assume that Mike Spears, the District’s accounting consultant, would
make that determination. Likewise, any certification regarding the District’s accounting
practices being in compliance with KRS 74.050 would need to be made by Mr. Spears.

158 Town Mountain Road, Suite 101 - Pikeville, Kentucky 41501
Phone: 606-437-4754 - Fax: 606-437-5083
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Please don’t hesitate to give me a call if you want to discuss this concern in more detail,
UMG remains committed to assisting Mountain Water District with contract operations
and administration in every way possible. At the same time, we recognize and respect
the fact that the District is a separate public entity and that UMG is not authorized to

speak on its behalf in that context.

Sincerely,

Ce: * Grondall Potter, Project Manager |
" Rhonda James, Chairperson, MWD
Greg May
Mike Spears
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1646-2003)

January 27, 2010

Mr. Bob Meyers
c/o Utility Management Group

via email: bmeyer@umgllc.net

RE: Mountain Water District/ Utility Management Group
Contract Extension

Dear Bob:

This letter is to acknowledge your verbal proposal made to me today following the
MWD Board meeting, wherein you agreed to extend the contract provided that if
there is a rate increase from Kentucky Power, the provisions of section 9.2 of the
contract would apply, which would provide UMG a fee adjustment based on the

increased cost.

At that time, I explained that I could not agree that section 9.2 was applicable to
this rate increase, but that I would discuss it with Rhonda, and see how she
wanted to proceed. After discussing the matter with her, please be advised that
we cannot agree to a contract extension subject to that understanding. If we are
going to extend the contract for six months, it needs to be an unconditional
extension based on the same terms and conditions that we currently have.

By way of explanation, if you will note in this month'’s financial report, on page 4,
in the bottom right hand corner of the cash flow statement, you will see that in
2009, the District spent $45,000 more than it received resulting in a negative cash
flow. The Board, in good conscience, cannot agree to pay something it does not
have the income to cover. We understand and respect your need to protect UMG’s
bottom line, and if we had resources to accommodate that request, we would be
happy to consider the same. Unfortunately, at this time, and until the end of the
year, there is no income available to cover a power rate increase, should it occur.
To allocate the little income we have to an increase in fees to UMG would make it
impossible for the Board to fund its loan reserves over a five year period, which we
have pledged to do to cure the current default.
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STRATTON, HOGG & MADDOX, P.S.C.

January 27, 2010
Page 2

We are prepared to apply for a rate increase later this year. I am prepared to
recommend to the Board that a percentage of that rate increase be allocated to an
increase in the contract fee. However, not knowing how much of a rate increase,
if any, will be approved by the PSC, the Board cannot commit to an amount at this

time.

-Rhonda, Mike and I are prepared to meet and discuss this matter at any
reasonable time you request. We believe you understand the importance of
extending the contract until the end of the year and hopefully, you now
understand why we cannot commit to any increase in our costs. We simply do not

have the money.

Sincerely,
Stratton, Hogg & Maddox, PSC

o Ao

Daniel P. Stratton
email: dpstratton@setel.com
DPS/dsm

cc: Rhonda James via email: rbjames6@msn.com
Mike Spears via email: mikespears@setel.com
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LAW OFFICES OF
STRATTON, HOGG & MADDOX, P.S.C.
P.0. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7560

www.shmlaw.com
DAVID C. STRATTON : HENRY D, STRATTON (1925-1985)
STEFHEN L. HOGG F. BYRD HOGO (1922-1995)
DANIEL P. STRATTON H. EDWARD MADDOX{1646-2003)

August 27, 2010

Hon. William Hickmean, IIT

Jones & Hickman Law Office

Post Office Drawer 3850

Pikeville, Kentucky 41502

Via email: williamhi al@belisouth.net

Re: Amendment to Agreement for Operations
Mountain Water District / UMG Confract

Dear Bill:

As you are aware, our clients agreed to extend the contract that ended on June 30,
2010, to December 31, 2010, so that both parties could consider the state auditor’s
management audit of the District. In that the audit process is clearing running
behind theinitial time table provided to the Distirict, and the fact that we are now one
bundred twenty (120) days from the above mentioned deadline, the Mountain Water
Board has authorized Mike Spears and me to begin preliminary negotiations with you

- and appropriate representatives from UMG.

To that end, we would request some potential meeting times during the week of
September 13" and 20%, so that we may begin the negotiation process.

Please advise.

Sincerely, 5
- Stratton, Hogg & Maddox, PS
Ao

Daniel P. Stratton
email: dpstratton@setel.com

DPS/dsm

cc:  Rhonda James
Mike Spears
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0.BOX 1530
. PIKEVILLE, KY 41502
PHONE: (606) 437-7800
‘FAX: (606) 437-7569
www.shmlaw.com

DAVID C, STRATTON HENRY D. STRATTON (1925-1989)
STEFHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

Aupgust 31, 2010

Hon. William Hickman, IIT
Jones & Hickman Law Office
Post Office Drawer 3850
Pikeville, Kentucky 41502

Re: Amendment to Agreement for Operations
Mountain Water District / UMG Contract

Dear Bill:

Please find enclosed an Amendment to the underlying contract that was approved at
the last Mountain Water District Board meeting. Greg and Bob are familiar with the
issue as Bob presented the issue to the Board for consideration at the July mecting.
Bob has signed off on this format.

Please have UMG sign, and return a signed copy to me. If you have any questions
concerning the same, please advise.

Sincerely,
Stratton, Hogg & Maddox, PSC

Dam/e{é Stratton
email: dpstratton@setel.com
DPS/dsm ‘
" cc: Rhonda James
’ Mike Spears
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AMENDMENT TO AGREEMENT FOR OPERATIONS,
MAINTENANCE AND MANAGEMENT SERVICES

THIS AGREEMENT entered into this wlay of August, 2010, by and
between UTILITIES MANAGEMENT GROUP, LLC, of Post Office Box 663, Corbin,
Kentucky 40702, hereinafter referred to as (“UMG”), and MOUNTAIN WATER
DISTRICT of Pbst Office Box 3157, Pikevﬂle,‘ Kentucky 41502, hereinafter referred

to'as ("MWD").

WHEREAS, the parties hereto entered into a management contract dated
of July 3, 2005; and

WHEREAS, the above referenced contract terminated according to its terms
on June 30, 2010; and

WHEREAS, the parties agreed to extend the contract under its amended

terms and conditions until December 31, 2010; and

WHEREAS, an issue has arisen concerning UMG’S ability to exempt sales .

taxes on purchases made on behalf of the MWD; and
WHEREAS, the parties hereto wish to resolve the same until a permanent

solution can be had when the full contract is renegotiated.

NOW THEREFORE WITNESSETH:

That for and in consideration of the mutual covenants and promises

contained herein, the parties hereto agree to amend their contract dated July 3,

2005, as follows: _
1)  UMG will submit all requests for vendor payments that they would
have otherwise made under the management contract, but for the sales tax issue,

to the MWD Board for payment each month.
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-, .

.2) UMG's statement for the 30" of the month following the Board

meeting will identify all disbﬁré’erhents made by MWD in the prior month for ‘

vendor paymenté which would otherwise have been made directly by UMG, and
will be reduced by the amount of such payments.
IN WITNESS WHEREOF, the parties hereto have executed this agreement

the date and year first above written.

UTILITIES MANAGEMENT GROUP, LLC

BY:

ITS:

MOUNTAIN WATER DISTRICT

S AT

ITs: / n//) oL Lsre
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DAVID C. STRATTON
STEPHEN L. HOGG
DANIEL P, STRATTON

LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

HENRY D. STRATTON (1925-1989)

F. BYRD HOGG (1922-1999)
H. EDWARD MADDOX(1946-2003)

September 16, 2010

Hon. William Hickman, Il
Jones & Hickman Law Office
Post Office Drawer 3850
Pikeville, Kentucky 41502

Re: Mountain Water District / UMG Contract

Dear Bill:

Please find attached a copy of the letter I sent you on August 27 on starting the UMG
contract negotiations for the Mountain Water District contract. We have a Board
meeting on September 28", and I would like to report back to them that
arrangements have been made to start that process. If you could please advise of the

same, it would be greatly appreciated.

DPS/dsm

Sincerely,
Stratton, Hogg & Maddox, PSC

nt

Daniel P. Stratton
email: dpstratton@setel.com

cc: Rhonda.James
Mike Spears
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: {606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

December 2, 2010

Mr. Bob Meyers

c/o Utility Management Group

158 Town Mountain Road, Suite 101
Pikeville, Kentucky 41501

via email: bmever@umegllc.net

RE: MWD/UMG 2011 Contract

Dear Bob:

Please find attached our proposed changes to the 2011 MWD/UMG Contract. Most
of the deletions center around those items which are no longer applicable in that you
have already had the contract for five years, and of course, the changes in the
structure of the consideration.

After you have had an opportunity to review everythmg, if you have any additions or
cofrections you wish to make, please give mie a call. ™ ~

Sincerely,
Stratton, Hogg & Maddox, PSC

yos

Daniel P. Stratton
email: dpstratton@setel.com

DPS/dsm
cc:  Rhonda James via email: rbjames6@msn.com
Mike Spears via email: mikespears@setel.com
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Agreement For Operations,
Maintenance and Management Services

THIS AGREEMENT is entered into this day of December, 2010, by and
between:

Mountain Water District, with its principal address at 6332
Highway, P.O. Box 3157, Pikeville, Kentucky 41502
(hereinafter “DISTRICT”)

AND

UTILITY MANAGEMENT GROUP LLC, with its principal
address at 500 Summit Drive, P.O. Box 663, Corbin,
Kentucky 40702 (hereinafter “UMG”).

WHEREAS, DISTRICT owns and provides for the operation of water,
wastewater and related treatment, collection and distribution facilities
described on Appendix B; and

WHEREAS, DISTRICT -desires to employ the services of UMG in the
management operation, maintenance and management of these facilities and
UMG desires to perform such services for the compensation provided for

herein.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
hereinafter set forth, DISTRICT and UMG agree as follows:

1.

GENERAL

1.1 Definitions of words and phrases used in this Agreement arid the
attachments are contained in Appendix A.

1.2 All land, buildings, facilities, easements, licenses, rights-of-way,
equipment and vehicles presently or hereinafter acquired or owned
by DISTRICT shall remain the exclusive property of DISTRICT
unless specifically provided for otherwise in this Agreement.

1.3 This Agreement shall be governed by and interpreted in accordance
with the laws of the Commonwealth of Kentucky.

1.4 Neither this Agreement, nor any of the rights or obligations

hereunder, may be assigned by either—party—herete UMG without
the prior written consent of the etherpart: District.
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1.5

1.5

1.7

1.8

1.9

All notices shall be in writing and transmitted to the party’s
address stated above. All notices shall be deemed effectively given
when delivered, if delivered personally or by courier mail service,
i.e., Federal Express or Airborne Express, delivered after such
notice has been deposited in the United States mail postage
prepaid, if mailed certified or registered U.S. mail, return receipt
required; or received by the party for which notice is intended if
given in any other manner.

This Agreement, including its Appendices, is the entire Agreement
between the parties. This Agreement may be modified only by
written agreement signed by both parties. Wherever used, the
terms “UMG” and ‘DISTRICT” shall include the respective officers,
agents, directors, elected or appointed officials and employees and,
where appropriate, subcontractors or anyone acting on their
behalf.

If any term, provision, covenant or condition of this Agreement is
held by a court of competent jurisdiction to be invalid, void or
unenforceable, the remainder of the provisions shall remain in fill
force and effect and shall in no way be affected, impaired or
invalidated.

It is understood that the relationship of UMG to DISTRICT is that
of independent contractor and nothing in this Agreement shall
create the relationship of partnership or joint venture. The services
provided under this Agreement are of a professional nature and

- shall be performed-in-accordance with good and accepted industry

practices for contract operators similarly situated. However, such
services shall not be considered engineering services and nothing
herein is intended to imply that UMG is to supply professional
engineering services to DISTRICT unless specifically stated in this
Agreement to the contrary.

If any litigation is necessary to enforce the terms of this Agreement,
the prevailing party, the party determined not to be in default or in
breach of the Agreement shall be entitled to its cost and reasonable
attorney fees which are directly attributed to such litigation in
addition to other relief to which it may be entitled. If both sides are
found to have defaulted or be in breach each will pay their own
cost.
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1.10

Nothing in this Agreement shall be construed to create in any third
party or in favor of any third party any right(s), license(s), power(s)
or privilege(s).

Prior-to-the—commencement-of work -under-this-Agreement;—each
pa%&-%h&l#-*éemanaéw—aﬁaﬂg——aﬂ—emp}ej—ee—es-—eﬂmf
representative—of —the—desicaating —party—whoeo—shall—have—fuall
authorit—to—approve—ehapges—in—the—Seope—of Services—and
compensation—therefore—execute—written—change-orders—reflecting
sueh-changes-renderdesisions-prompth - and-furnishinformation
expeditiously—to—the—other—party—whennecessary—The—parhes
heowever—agree—and-pelknowledge- that-the—ultmate autherity for
&pww&ke@eh&wes—&%e—seep&e#sems—a&é—eempea&aﬁeﬂ%&%
iir-the-Board-ef-Commissienersfer-Mountain—Water Distrietand
that-they—mas-limit-thelrrepresentative’s authority—as-they-deem

2.1 UMGs SERVICES - GENERAL

21

EMG-wiil-offer emplovment-to-all-personnel-ol-DISTRICT-assisned
M%M—Ghe—?;ejeei—&s—ef—rhe—@emeﬂeea%a% a%e-lﬁ—‘ehev—t-ake

emﬁleyees%bh—a-a-&ce—aﬁé—beaeﬁ%s—paekaae—eemp&pable—te%e
wage-anc bapelits—package—provided—byBIBTRICT The-Current
wage-and benelits pashkuge—provided by —the-DISTRICT-to-sueh
employeas-is-set-farth-on-Appendie-G -Specifie-personnel-issues are
zdidressed -8 - Appesdin — oMo — vl eaaibie — - provide

- 'Wmeﬁmmmmm%e Soant

date; UMG wﬂl staff the Pro_]ect Wlth employees who have met

appropriate licensing and certification requirements of the
Commonwealth of Kentucky. UMG warrants that it will maintain
the necessary license and certified personnel as may be required
by the Commonwealth of Kentucky for operation of the Project.

2 UMG shall provide ongoing training and education for appropriate

personnel in all necessary areas of modem water and/or
wastewater process control, operations, maintenance, safety, and
supervisory skills.

Page 3 of 16

play Press: Commercial Print Quality: Standard

(erox WorkCentre 7845 12-02-10 Letter - Stratton to Me.. Thu Oct 30 18:21:27 2014 Meélia Type: Default Color: Automatic Office: sRGB-Dis

]
1



3 UMG shall develop and/or supply and utilize computerized

1

|

programs for maintenance, process monitoring and financial
control. In the event this agreement is terminated for any reason,
UMG shall provide the DISTRICT within thirty (30) days of notice
all computerized programs, codes, records instruction manuals,
and any other items necessary for DISTRICT to execute a complete
transfer of their records and the operating systems necessary to
access and maintain the same.

Within forty-five (45) days after the Commencement Date, UMG
will provide a physical inventory of DISTRICTS vehicles and
equipment in use at the Project and a general statement as to the
condition of each vehicle or piece of equipment. In the event this
Agreement is terminated for any reason, UMG will provide to
DISTRICT, a physical inventory of DISTRICT’S vehicles and
equipment, and a general statement as to the condition of each
vehicle and piece of equipment within ninety (90) days of the end of
the contract.

Within forty five (45) days after the Commencement Date, UMG will
premptly provide DISTRICT with a physical inventory of chemicals
and other consumables on hand when UMG begins services under
this Agreement. Such chemicals and consumables will be made
available to UMG in connection with its performance under this
Agreement. UMG will provide DISTRICT with the same guantity of
chemicals or equivalent upon termination of this Agreement.

6 UMG shall be responsible for maintaining all manufacturers

o

- warranties on new equipment purchased by DISTRICT and shall
assist DISTRICT in enforcing existing equipment warranties and
guarantees.

7 UMG shall provide the DISTRICT with documentation that

1o

\

preventive maintenance is being performed on DISTRICTS owned
equipment in accordance with manufacturer’s recommendations at
intervals and in sufficient detail as may be feasibility determined
by the DISTRICT. Such a maintenance program shall include
documentation of corrective and preventive maintenance.

UMG shall operate, maintain and/or monitor the Project on a 24
hour per day, seven-day per week schedule.

2.109 Visits may be made at a reasonable time by DISTRICT'S employees,

board members or se designated by DISTRICTS representative.
Keys for the Project shall be provided to DISTRICT by UMG for
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such visits. All visitors to the Project shall comply with UMGs
operating and safety procedures.

2. 140UMG shall provide a 24 hour/day 7 days per week customer

service phone number.

2.121 UMG will implement and maintain an employee safety program in

compliance with applicable laws, rules and regulations and make
recommendations to DISTRICT regarding the need, if any, for
DISTRICT to rehabilitate, expand or modify the Project to comply
with governmental safety regulations applicable to UMGs
operations hereunder and with federal regulations promulgated
pursuant to the Americans With Disability Act (“ADA”).

UMG—may—modifi—the—process—andter{acilities—to—achieve—the
abjectives—of-—this—-Agreement—previded, -heweaver—rpo-rmeodifieation
shat-be—made—wthent -DISTRICTS pror—vwritten—approval —the
complete—modification-Cost-shall-be-in-excess-of FwentyThousand
Dollars—{$20;000-00)—Any—and—all-modifications—ef—the—process
{aeilties-or-eqiiprment-recardless—of-cestshall-be—reperted—to—the
Beoard dnoengne ne e thor—bisn {30 daysadiar thesaine—as

2.142In any emergency affecting the safety of persons or property, UMG

may act without written amendment or change order, at UMGs
discretion, to prevent threatened damage, injury or loss. UMG shall
be compensated by DISTRICT for any such emergency work
notwithstanding the lack of a written amendment. Such

comiperisationi - shall include UMGs reasonable costs for the

emergency. Such cost and the basis for which they were incurred
shall be detailed to the Board in any request for additional
compensation.

2.183 As required by law, permit or court order, UMG will prepare plant

performance reports and submit them to DISTRICT for signature
and transmittal to appropriate authorities on a timely basis.

2.164 UMG will provide laboratory testing and sampling presently

required by plant performance portions of the NPDES permit, the
Clean Water Act, the Safe Drinking Water Act, and/or any federal,
state or local rules and regulations, statutes or ordinances, permit
or license requirements or judicial and regulatory orders and
decrees.
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2.175 UMG will provide for the collection, hauling and disposal of solid
waste, screening, grit, sludge and scum (“Waste”) to DISTRICTS
existing or approved disposal sites. It shall be the sole right and
responsibility of DISTRICT to designate, approve or select disposal
sites to be used by UMG for DISTRICTS Waste. Te-the-extent-any
hoire f ey —desigheteds Sbpesab Ste— feeessirares—adehibienat
Coststo- UMG. —UMG shall-be-compensated—{ersuch-additional
Cests: All Waste and/or byproduct treated and/or generated
during UMGs performance of services is and shall-remain-thesele
and-exchasive-property—of-PISTRICT will not be considered property
of UMG.

2.186 UMG shall provide all the administrative and financial functions as
eurrenth—provided-by-the DISTRICTS statfand-anyand-all-other
administrative—and—finanecial—funetions, necessary to effectively
operate the business affairs of the DISTRICT, except as designated
by the DISTRICT. UMG will provide a monthly report showing the
percentage of revenue and cost associated between water and
waste water services for the prior month and vear to date.

2.197UMG shall consult with the DISTRICTS Commissioners prior to any
replacement of the Project Manager, Operations Manager and
Controller.

2.2618UMG shall submit to the DISTRICT monthly, all reports of project
activities in accordance with the DISTRICTSs policies and formats.

2.2+19UMG shall provide for monthly meter reading and billing. All

amounts billed on behalf of DISTRICT shall be the property of

DISTRICT and shall be promptly remitted to DISTRICT after receipt
by UMG. Customer Services offices shall be maintained at
locations approved by the DISTRICT.

2.220 UMG shall provide its reasonable business efforts in controlling
unaccounted for water loss. A monthly report of system accounted
for/unaccounted for water loss shall be submitted to the
DISTRICT.

2.231 UMG shall provide such Capital Expenditure as authorized by the
DISTRICT and will invoice the DISTRICT for such Capital
Expenditures monthly or upon completion.

2.242 UMG will provide additional funding to DISTRICT upon negotiating
mutually acceptable terms and conditions of such funding.
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2.283UMG will seek sources of government grants and loans for

consideration by the DISTRICT. The DISTRICT must approve in
advance all application for such funding.

2.264 To protect the District and allow for continuity of service UMG will

post a letter of credit or other surety in the amount of $21,000,000
to ensure faithful performance of its contract obligations. Such
letter of credit or surety shall be released upon termination of this
Agreement and compliance by UMG with its obligations hereunder.

UMG’S SCOPE OF SERVICES - WASTEWATER

3.1

3.2

3.3

3.4

This Article shall apply to UMGs operations, maintenance and
management services for the DISTRICTS wastewater systems.

Within the design capacity and capabilities of the Waste Treatment
Plant(s) described in Appendix B, UMG will manage, operate and
maintain the Plant(s) so that effluent discharged from the Plant(s)
outfalls meets the requirements specified in Appendix C-1.

UMG will perform all Maintenance and Repairs for the Project, and

submit a monthly accounting to DISTRICT. sleng—with—a—detailed

iﬁk@ﬁ&—f@%—&ﬁﬁ—@l@%—&ppﬂéﬁ%&fﬂ%&é@ﬂ%&%—ﬂ%&t
exceeds Twenty Thousand Dellars{$20,000.00).

UMG will pay all Costs incurred in normal wastewater utility
operations. Any cost determined to be abnormal, for which
additional compensation is sought, shall be submitted to the

~DISTRICET -for “approval along with an explamatiori” for the basis

upon which its been determined to be abnormal.

UMG’S SCOPE OF SERVICES - WATER

4.1

4.2

4.3

This Article shall apply to UMGs operations, maintenance and
management services for the DISTRICTS drinking water treatment
system.

Within the design capacity and capabilities of the Water Treatment
Plant(s) described in Appendix B, UMG will manage, operate arid
maintain the Plant(s) so that water produced from the Plant(s)
meets the requirements specified in Appendix C-2.

UMG shall operate the water treatment plant(s), pump station(s),
and provide for all laboratory testing requirements.
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4.4 UMG will perform all Maintenance and Repairs for the Project, and
submit a monthly accounting to DISTRICT.

4.5 UMG will pay all Costs incurred in normal Water operations. Any
cost determined to be abnormal, for which additional
compensation is sought, will be submitted to the DISTRICT for
approval along with an explanation for the basis upon which it's
been determined to be abnormal.

UMGs SCOPE OF SERVICES - WASTEWATER COLLECTION SYSTEM
AND WATER DISTRIBUTION SYSTEM

5.1 This Article shall apply to UMGs services for the DISTRICTS
wastewater collection system and potable water distribution

system.

5.2 The scope of UMGs services for the Maintenance and Repair of the
collection. system and the distribution system are set forth in
Appendices C-3 and C-4, respectively.

5.3 UMG shall provide for all daily operation and maintenance
functions such as line Repairs, customer connections, line and
tank maintenance, meter replacement, leak detection, line
flushing, valve exercise, system inspection, line locations, and
emergency call-outs, etc.

DISTRICTS DUTIES

6.1 The DISTRICT shall fund all necessary Capital Expenditures. Such~ ~
funding shall be provided either (i) in advance from the DISTRICT
to UMG if the DISTRICT requests that UMG contract for such
Capital Expenditure or (if) the DISTRICT shall contract for such
Capital Expenditure directly. Priorities shall be given to safety and
the ADA related expenses described in Section 2.12. Any loss,
damage, or injury resulting from the DISTRICTS failure to provide
capital as reasonably required by UMG shall be the sole
responsibility of the DISTRICT provided that UMG has timely
notified the DISTRICT of the need for the capital expenditure and
has provided sufficient lead time for acquisition and utilization of
the same. Otherwise any such loss damage or injury shall be the
sole responsibility of UMG.

6.2 The DISTRICT shall keep in force all Project warranties,

guarantees, easements and licenses that have been granted to
DISTRICT and are not transferred to UMG under this Agreement.
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UMG shall keep in force all Project warranties, guarantees,
easements and license transferred to them under this Agreement.

6.3 The DISTRICT shall pay all ad valorem, property, franchise,
occupational and disposal taxes, or other taxes associated with the

6.4

6.5

6.6

6.7

Project other than taxes imposed upon UMGs net income and/or

payroll taxes for UMG employees.

In the event UMG is required to pay any sales tax or use taxes on
the value of the services provided by UMG hereunder such
payments shall be reimbursed by the DISTRICT wunless the
DISTRICT furnishes a valid and properly executed exemption

certificate relieving the DISTRICT and UMG of the obligation for
such taxes.

Any items purchased by the DISTRICT to save sales

tax for a purchase UMG is required to make on behalf of the

DISTRICT, shall be reimbursed by UMG within fifteen (15) davs

from the date of invoice to UMG.

The DISTRICT shall provide UMG with full use of any and all
pieces of DISTRICTS heavy equipment that are available so that
UMG may discharge its obligations under this Agreement in the
most cost-effective manner.

DISTRICT shall provide all registration and licenses for DISTRICT'S
vehicles used in connection with the Project.

~DISTRICT shall provide for UMGS exclusive use of all vehicles and

equipment presently in full time use at the Project except as may
be otherwise designated from time to time by Agreement.

DISTRICT shall provide for UMG access to all easements, right-of-
ways, and access to discharge UMGs obligation under this

Agreement.

BISTRICT ~varrants—that—durine—the—interirn—period—between—the
kol Projecinspectan—br Mo and-the—comineine ementdate
specitied in Sestion 4 -1 ~the plant tactiltesand equipment have
and—proper—maintenance—has—been—performedand-thereare—no
meties ke ewa- e-Bl S g s rdins—tie eopditan 61 the-Project
and-Hacilify compesine-the-Projectandfer any-equipment-used-by

the-Projest
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6.98 DISTRICT shall promptly review and consider any request by UMG
for any additional Capital Expenditures or Costs incurred by UMG.

7. COMPENSATION

The-Annual-Feefor-the-first-Acsreement Year{as-defined-in—Section
+H-1-hereoff—which—frst-Agreement—Year—shall-be—{or—thepered
July—1,-2005-threugh-June—30,—2006,—shall-be-$6,819,000,—as
adjusted—belew—I{er—new—water —and-—sewer—customers—The
Mamtenance—and—Repair—bimit—nchidedmn—the—Annual-Tes—is
$456,140;-to-be-used-as—specified-and-set-eut-herein-during-—the
pertgd-—the -Annueal -Feedorthe repamins Acreement Years-sithe
it e at as deseribedap-Recbond b shigdl bBednereasad b tha
amotns —addedncanses—{ifond-fi-olthe pext-parasraph-asd
Vo e ST eaned AR to-tlematent -t ot the - peresntige mcFease
m-the Consumer Price lndex as published by tieBureav-sfLaber
Smaddasde Mhe SO PN diaoge theaams diatels precedin o meament

capperseaded Sl b suchoevent an amsuabegual o sueb ancass
emer B b ke d - as an aranmt aenal fa s eosmes Asseesien
Years-Annual-Fee—includingthe-amountsadded-n-elavses-{ij-and

{if-ef-the-nextparasraphs:
hraddition-te-the-Annual-Fes-commensingwith-the ene-theusand-
ene—{—l—@@&-)—ﬁe%—watez—er—feuﬂwﬂéfeé—eae—(% )—-aea—sewez:

Arnmual-Fee-at the-end of eack month-as-providedin Seetion-8-+4
hereeflequal-to(ir523-50-multiplkied-bythe-pumberof-new-water
customers—connected—durins—such—month—plas—{H1—$10.00

durme sueh-months

%ﬁ—@@%&e—fb&—feﬁ—eaeh—ae%—se%eﬁ—c—us{e*m—eeaﬁeeted——é&%c
amy-Agreenent-Yearinexcess-often-H O} new-sewercustomers—the
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7.1

DISTRICT —shall—pay—UMG—a—8%50.00—fee—if—such—additienal
CHBEO IR g gPaviiy-sewer-cainomer aad a-52 600, Ou-Tee i sush

additienal-eustomer-is-a-force main-sewer-custormer:

UMGs compensation under this Agreement shall consist of an

7.4

Annual Fee as set forth herein.

The Annual Fee for the first Agreement Year, which shall be for the
period January 1, 2011, through December 31, 2012, shall be
$7.632.000 ($636,000 monthly), adjusted as hereinafter set out.

The Annual Fee shall be adjusted annually to provide that UMG
will be paid seventy percent (70%) of the increased revenues based
on _the District’s two most recent prior vear’s audits. If the annual
revenue decreases, there will likewise be a downward adjustment
in the fee based on the same ratio. Examples of both increased
revenue _and decreased revenue are attached on Exhibit ¢ gt
Included in the annual fee is the allowance for maintenance and
repair, which shall initially be $564,000 ($47.000 monthly). The
maintenance and repair budget shall adjust annually in direct
proportion with any adjustments in the annual fee.

In the event, the annual adjustment provided in Section 7.2 is not

sufficient to match the Consumer Price Index {(“CPI”) for the prior
vear, upon the request by UMG, the District agrees to apply to the
Public Service Commission (“PSC”) for a rate increase sufficient to
provide for a cost of living adjustment in UMG’s fees. Prior to the

District’s application to the PSC, UMG will provide the District an

- audited-financial-statement-for-UMG -which-denotes-its—cost-and-

profit under this contract. The parties agree that a request to the
PSC for a rate adjustment shall only be made one time during the
term of the contract.

The Annual Fee (and Maintenance and Repair Limit included
therein) shall be regetiated—each-Agreement-Year—at-least—six{6)
monthspriorto-theanmversam—of-this-Asrcements-elfective-date.
calculated within thirty (30) davs of approval of the DISTRICT'S
annual audit, but in no _event, later than thirty (30) days prior to
the next anniversary date, at which time the new fee would be

effective. Sheulé—&he-&%aad—l#&&a&—t@—a%e—the—&s&ﬁa%
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F27.5If actual Maintenance and Repair expenditures are less than the
Maintenance and Repair Limit for any Agreement Year, UMG will
rebate the entire difference to the DISTRICT in accordance with
Section 8.3. If actual Maintenance and Repair expenditures exceed
the Maintenance and Repair Limit, the DISTRICT shall pay the
excess to UMG (to the extent UMG has paid the same) in
accordance with Section 8.2. UMG will notify the DISTRICT when
actual Maintenance and Repair expenditures equal eighty percent
(80%) of the Maintenance and Repair Limit in each Agreement Year
throughout the term.

+37.6Fhe—serdces—beingprevided—wnder—this-Acreement—are-based—on
reasenably—expected—overtime—for—repair—of tine—breaks;—ether
amsrsencies— 0f — Folihie —Sefiee— Fednared— after —Heurs.
Reasonableness—shall be—defined—as an—average—of overtime
expended-on-these-items—for-the-prior-threeyears. Any additional
expenses, incurred by UMG including overtime wages as a result of
severe weather, a disaster or other unplanned events (in which
funds may be recovered through billing a third party including the
State or Federal Government such as through the FEMA program
or other source} will be invoiced by UMG to the DISTRICT for
reimbursement in accordance with Section 8.2. Any expense that
may be recovered from FEMA or other similar source may also be
invoiced by UMG to the DISTRICT subject to the condition that
payment for the same is subject to reimbursement by FEMA, or
other similar source to the DISTRICT.

8. PAYMENT OF COMPENSATION

8.1 One twenty-fourth (1/24) of the Annual Fee for each Agreement
Year shall be due and payable on the 15% and the last day of each
month during such Agreement Year for service provided in
accordance to Articles 7.1 and 7.2 of this Agreement, exeept-for-the
first-AgreementYear-(commeneing-July—1-2005,and-ending-June
4B, 2006} v e hone breaby-tHurd! A0 b ofthe Anprank Kee shall
be-due—and-payable-en—the15%—and-the-last dav—of each-moenth
commenene—~July—312005—"The-additional-continting water and
sewer-fees—earped-by-UMGasprevigedin—the-third-paragraph-of
Saetian-s - shall be adoed e cha pessmerncadesenbed above and
pardoaa menthls basis with the paymentol the-Anpual-Feentthe
end-of-each-morth-dusne the balanece-of the-Agreement Year-and
ed-remairinsAgreernent Years.
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8.2 All other compensation to UMG {ireluding-anyConnectionFees) is
due upon receipt of UMGs invoice and payable within ffieen—{15)
thirty (30) days, except as provided in Article 7.6.

8.3 DISTRICT shall pay interest at an annual rate equal to the
DISTRICTS designated financial institution’s prime rate plas—twe
pereent{2:0%} on payments not paid and received by UMG within
thirty (30} calendar days of the due date, such interest being
calculated from the due date of the payment. In the event the
charges hereunder might exceed any limitation provided by law,
such charges shall be reduced to the highest rate or amount within
such limitation.

SCOPE CHANGES

9.1 A Change in Scope of services shall occur when and as UMGs
Costs of providing services under this Agreement change as a
result of DISTRICTS request of UMG and UMGSs consent to provide
additional services beyond what is provided in this agreement and

erowth of current services.

Ol Any-ehangedn-—Prejeet-operatons—persorrel-gualifications
er-stafting or ather—eost—orhich s nRandated-or-otherwise
eqwred—bj—a-e-haﬂae-m—la%—mle-er Fosp o P it Aelion
S —lErBRarEie —ob —eie - geuerETRe i —harbs —hasise
o iediot T . b ke

WEH%%%—MM%W@M&F%

xS ~ including—taxesi-imposed-upon—UMG-by—a—utility-prevder —

{see—recfon Sod-balagi-o —rrspns-aathe s — exchidipe taxes
pasad - I h G st meo e uRd A or

033 BISTRICTS-request- o UMG-and - UMGs-consent-to-provide

92  Fer-Changes—in—Scope-desertbed-in—Sectons-S1-throusgh-and
inetading 913 —the-Anpual-Feeshall- beinereased{ordecreased)

by an-ameunt-egual to UMGs-additional{reduced}-Cost asseciated
chireatons-of

vath-the-Change in Scopephis—ten-percent{10%1—Me
the-Annual-Fee-as-aresultof conditions-deseribedin-Seetion-9-1-3

shall-be retroactive to—the effective date—oaf the reguesttoprovide
additional-serviees:
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10.

3

INDEMNITY AND LIABILITY INSURANCE

10.1

10.2

10.3

10.4

10.5

10.6

UMG agrees to indemnify and hold DISTRICT harmless against any
and all claims, suits, actions, deeds, damages, cost, charge and
expenses, including court cost and reasonable attorney fees, and
against all liability, losses and damage of any nature whatever that
DISTRICT shall or may at any time sustain arising from the
operation of this Agreement other than those arising from the
DISTRICTS negligence or willful misconduct.

DISTRICT agrees to indemnify and hold UMG harmless against any
and all claims, suits, actions, deeds, damages, cost, charge and
expenses, including court cost and reasonable attorney fees, and
against all liability, losses and damage of any nature whatever that
UMG shall or may at any time sustain as a result of DISTRICTS
negligence or willful misconduct.

UMG shall be liable for those fines or civil penalties imposed by a
regulatory or enforcement agency for violations occurring on or
after the Commencement Date, of the effluent quality requirements
provided for in Appendices C-I and C-2 that are a result of UMGs
negligence. DISTRICT will assist UMG in contesting any such fines
in administrative proceedings and/or in court prior to any
payment by UMG. UMG shall pay the cost of any such contest.

UMG shall be liable for all fines 6r civil penalties imposed by any
regulatory or enforcement agencies on DISTRICT and/or UMG that

“are not aresult of DISTRICTS negligence or are otherwise directly —

related to the ownership of the Project and shall indemnify and
hold DISTRICT harmless from the payment of any such fines
and/or penalties.

Indemnity agreements provided for in this Agreement shall survive
the termination of the Agreement.

Each party shall obtain and maintain insurance coverage of a type
and in the amounts described in Appendix E. Each party shall
provide the other party with satisfactory proof of insurance.

TERM, TERMINATION AND DEFAULT

i 3

The initial term of this Agreement shall be five (5) years
commencing July—12005-January 1, 2011. Each period during
the term commencing July—t January 1 and ending the following

Page 14 of 16
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113

June-30 December 31 shall be referred to as an “Agreement Year.”
The DISTRICT shall have the right, without cause, to terminate
this Agreement at the end of the third Agreement Year upon
repayment of the unamortized capital investment made by UMG, if
any. Notice of termination shall be given in writing one hundred
eigchty twenty (48120) days in advance of the effective date of
termination.

A party may terminate this Agreement only for a material breach of
the Agreement by the other party except as provided in Section
11.1 only after giving written notice of breach; and, only after
allowing the other party thirty (30) days to cure or commence
taking reasonable steps to cure the breach.

11.3 In—the-cvent-that-this-\oreementistermmnated{or anyv-reasen-prior

11.4

11.5

to-the-expiratisn-date-of the—nitalterm DISTRICT shall-pay—teo
UMG— o —termination—fee —based —on—theremeining —unamortized
balanee-eof start-up-costs—and-capial-expenditures—made-by-UMG
shall-as-set-forth-in-Appendix—§- [n the event this agreement is
terminated prior to the District’s payoff of UMG’S loan dated

, which is being forgiven over time, the District
agrees to pay UMG the unamortized balance of the note as of the
date of termination as set out in Exhibit 3

Upon notice of termination by DISTRICT, UMG shall assist
DISTRICT in assuming or transferring operation of the Project, for
a period up to six (6) months from the date of notice of
termination. UMG’s compensation for such services shall be its

costs mnot otherwise urcured -in operation of the- Project. If- —

additional Cost is incurred by UMG at request of DISTRICT,
DISTRICT shall pay UMG such Cost within thirty (30) days receipt
of invoice.

Upon termination of this Agreement and all renewals and
extensions of it, UMG will return the Project to DISTRICT in the
same condition as it was upon the effective date of this Agreement,
ordinary wear and tear excepted. Equipment and other personal
property purchased by UMG for use in the operation or
maintenance of the Project shall remain the property of UMG upon
termination of this Agreement unless the property was directly
paid for by DISTRICT or DISTRICT specifically reimbursed UMG for
the cost incurred to purchase the property or this Agreement
provides to the contrary.
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12. DISPUTES AND FORCE MAJEURE

12.1 In the event activities by employee groups or unions unrelated to
UMG cause a disruption in UMGs ability to perform at the Project,
DISTRICT, with UMGSs assistance or UMG at its own option, may
seek appropriate injunctive court orders. During any such
disruption, UMG shall operate the facilities on a best-efforts basis
until any such disruptions cease.

12.2 Neither party shall be liable for its failure to perform its obligations
under this Agreement if such failure is due to any Unforeseen

Circumstances.

Both parties indicate their approval of this Agreement by their signatures
below, and each party warrants that all corporate or governmental action
necessary to bind the parties to the terms of this Agreement has been and will
be taken.

MOUNTAIN WATER DISTRICT UTILITY MANAGEMENT GROUP, INC.
By: By

Name: Name:

Title: Title:

Date: Date:
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A2

A3

A.4

A5

A.6

A7

A.8

APPENDIX A

DEFINITIONS

“Adequate Nutrients” means plant influent nitrogen, phosphorus and
iron contents proportional to BODs in the ratio of five (S) parts
nitrogen, one (1) part phosphorus, and one-half (0.5) part iron for
each one hundred (100) parts BODs.

“Annual Fee” means a predetermined, fixed sum for UMGs services.
The Annual Fee includes Cost and profit.

“Biologically or Toxic Substances” means any substance or
combination of substances contained in the plant influent in
sufficiently high concentration so as to interfere with the biological
processes necessary for the removal of the organic and chemical
constituents of the wastewater required to meet the discharge
requirements of DISTRICTS NPDES Permit. Biologically toxic
substances include, but are not limited to, heavy metals, phenols,
cyanides, pesticides and herbicides.

“Capital Expenditures” means any expenditures for (1) the purchase
of new equipment or facility items that cost more than Twe-Theousane
Dellars—{SSQ—,QQ@) Three Thousand Five Hundred Dollars ($3,500); or (2
major repairs which [significantly extend equipment or facility service
life and] cost more than Twe—Thousand-Dellars—{8$2;000) Three

Thousand Five Hundred Dollars ($3.500) or (3) expenditures that are

planned non-routine and budgeted by DISTRICT.

“Cost” means all Dlrect Cost aﬁd—méﬂ-eet—ces{ determmed on an

accrual basis in accordance with generally accepted accounting
principles.

“Direct Cost” means the actual cost incurred for the direct benefit of
the Project including, but not limited to, expenditures for project
management and labor, employee benefits, chemicals, lab supplies,
repairs, repair parts, maintenance parts, safety supplies, gasoline, oil,
equipment rental; legal and professional services, quality assurance,
travel, office supplies, other supplies, uniforms, telephone, postage,
utilities, tools, memberships and training supplies.

“Commencement Date” shall mean July1,-2005 January 1, 2011.

“Maintenance” means those routine and/or repetitive activities
required or recommended by the equipment or facility manufactured
or by UMG to maximize the service life of the equipment, sewer,
vehicles and facilities.
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A9

A.10

A.ll

A.12

“Maintenance or Repair Limit” means the total Maintenance and
Repair expenditures that UMG has included in the Annual Fee. Such
expenditures exclude any labor costs for UMGs staff assigned to the
Project. UMGs specialized maintenance personnel, not assigned at the
Project, who provide such specialized services such as, but not limited
to, vibration, thermographic and electrical eanalyses analysis,
instrumentation maintenance and repair will be charged to the
Maintenance and Repair Limit.

“Project” means all equipment, vehicles, grounds, rights of way,
sewers and facilities described in Appendix B and, where appropriate,
the management, operations and maintenance of such.

“Repairs” mean those ret-reutine non-routine/non-repetitive activities
required for operational continuity, safety and performance generally
due to failure or to avert a failure of the equipment, sewer, vehicles or
facilities or some component thereof.

“Unforeseen Circumstances” shall mean any event or condition which
has an effect on the rights or obligations of the parties under this

Agreement, or upon the Project, which is beyond the reasonable

control of the party relying thereon and constitutes a justification for
a delay in or non-performance of action required by this Agreement,
including but not limited to (i) an act of God, landslide, lighting,
earthquake, tornado, fire, explosion, flood, failure to possess sufficient
property rights, acts of the public enemy, war, blockade, sabotage,
insurrection, riot or civil disturbance; (ii) preliminary of final order of
any local, province, administrative agency or governmental body of

competent jurisdiction (but excluding ini thé case of performance by

the DISTRICT, any order of the DISTRICT); (iii} any—ehange—intaw;
reculation,—rule—reguirement—interpretation—or—statte —adopted;
premuleated-issued-or-athervise—spestbealb—modified-orchanged by
any-local—previnece-or-governmental-bedy—{iv)-labor disputes, strikes,

work slowdowns or work stoppages, but excluding labor disputes,
strikes, work slowdowns or work stoppages by employees of UMG;
and (iv) loss of or inability to obtain service from a utility necessary to
furnish power for the operation and maintenance of the Project.
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APPENDIX B

DESCRIPTION OF PROJECT

UMG agrees to provide the services necessary for the management, operation
and maintenance of the following.

a. All equipment, vehicles, grounds and facilities now existing within
the present property boundaries of or being used to operate the
DISTRICTs Water Treatment Plant located at:

Harless Creek, Pikeville, Kentucky 41501

k. All equipment, grounds and facilities now existing within the
present property boundaries of pumping stations described as
follows:

AS ATTACHED - one hundred and seven (107) Pumping Stations,
twenty-three (23) master meters, thirty-one (31) pressure
regulators, ninety-six (96) water storage tanks, three hundred fifty
(350) fire hydrants and seven hundred eighty-one (781) miles of
water distribution line.

e All equipment, vehicles, grounds and facilities now existing within
the present property boundaries of or being used to operate the
DISTRICT’S eighteen (18) wastewater treatment plants located at:

Belfry Courthouse Branham Heights

Colley Hills Douglas Industrial
Forest Hills Hellier Courthouse
Hardy Park Johns Creek Day Care
Johns Creek Fire Dept Johnson Bottom

Keene Village Maple Village Subdivision
Mossy Bottom Phelps WWTP

Phelps Courthouse Shelbiana MHP

Stone Heights Willow Place

d. Twenty-five sewer lift stations, one hundred (100) (+ or -) miles of
force mains or gravity sewer lines in service on the effective date of
this Agreement.

B All additions to the above that occur is the ordinary course of
business.
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APPENDIX C-1

NPDES PERMIT AND PROJECT CHARACTERISTICS

C.1.1  UMG will operate so that effluent will meet the requirement of each
NPDES permit number listed in Figure 1 and any additions thereto
that occur in the ordinary course of business:

Figure 1

Location | KY PDES# | Permit Permit Capacity | BOD TSS

Issued Expires

Belfry KY0072591 |07/01/01 |06/30/05 |5,000 30/60mgl | 30/60mgl

Courthouse

Branham | KY0096580 |03/01/03 |08/31/05 | 10,000 30/60mgl | 30/60mgl

Heights

Colley Hills | KY0089303 | 10/01/02 [09/30/05 {10,000 30/60mgl | 30/60mgl

Dorton Park [ KY0104841 |06/01/03 |08/31/05 30/60mgl | 30/60mgl

Douglas KY0042811 |09/01/01 |08/31/05 {150,000 |15/30mgl |30/60mgl

Industrial

Forest Hills | KY0095885 |08/01/02 |[06/30/05 | 10,000 20/40mgl | 30/60mgl

Hellier KY0072664 |09/01/01 |08/31/05 |5,000 30/60mgl | 30/60mgl
| Courthouse = < | Ty | s A .

Hardy Park | KY0072672 |07/01/01 |06/30/05 | 10,000 30/60mg] | 30/60megl

Johns KY0098621 |01/31/04 |01/31/09 |2,000 30/60mgl | 30/60mgl

Creek DC

Johns KY0103365 |08/01/02 |01/31/06 [ 1,000 30/60mg] | 30/60mgl

Creek Fire

Johnson KY0073156 |07/01/01 |06/30/06 | 15,000 30/60mgl | 30/60mgl

Bottom

Keene KY0072834 |02/01/02 |01/31/06 | 15,000 20/40mgl | 20/40mgl

Village

Maple KY0098353 |09/01/04 |01/31/06 | 10,000 30/60megl | 30/60mgl

Village

Mossy KY0100480 |09/01/01 |09/30/05 |[200,000 |30/45mgl |30/45megl

Bottom
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Location |KY PDES# |Permit Permit Capacity | BOD TSS
Issued Expires

Phelps KY0104442 |07/01/03 |06/30/05 |250,000 30/45mgl | 30/45mgl

WWTP

Phelps KY0072648 |07/01/01 |06/30/05 |2,000 30/60mgl | 30/60mgl

Courthouse

Shelbiana | KY0099805 |09/01/01 (08/31/05 |37,134 30/60mgl | 30/60mgl

MHP

Stone KY0029343 |06/30/05 |02/28/07 | 10,000 30/60mgl | 30/60mgl

Heights

Willow KYyo082708 |02/01/02 |01/31/06 |5,000 10/20mgl | 30/60mgl

Place

Russell FK | KYG640159 |09/01/04 [08/31/09 |2 mgd N/A 30/50mgl

These are adopted by reference herein as of the date hereof UMG shall be
responsible for meeting the effluent quality requirements of the Permit unless

one or more of the following occurs: (1) the-project-influent-does—not-contain
a Elesqiate lﬁha%}:ieﬁ"s EB s]\ppe ‘-‘ F ¥ + & s 1 (™

! . £ zieal
centains Biologically Toxic Substances which cannot be removed by the

existing process and facilities; (2) dischargers into DISTRICT’S sewer system

violate any or all regulations as stated in DISTRICT'S Industrial Water and

Sewer Ordinance(s) or as required by law; (3) the flow or influent BODs and/or
—suspended solids exceeds the Project design parameters which are identified -

(FIGURE

1) thousand gallons of flow per day, (FIGURE 1) pounds of BODs per

day, (FIGURE 1) pounds of suspended solids and a daily peaking factor of

(FIGURE
reduced

1) times flow; (4) if the Project is inoperable or can operate only at a
capacity on account of construction activities, fire, flood, adverse

weather conditions, labor disputes or other causes beyond UMGs control.

G. 1.3

In the event any one of the Project influent characteristics, suspended
solids, BOD or {low, exceeds the design parameters stated above,
UMG shall return the plant effluent to the characteristics required by
NPDES in accordance with the following schedule after Project
influent characteristics return to within design parameters.

10% or Less S days
Above 10% Less than 20% 10 days
20% and Above 30 days

|
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Notwithstanding the above schedule, if the failure to meet effluent
quality limitations is caused by the presence of Biologically Toxic
Substances or the lack of Adequate Nutrients in the influent, then
UMG will have a thirty (30) day recovery period after the influent is
free from said substances or contains Adequate Nutrients.

HAME shedaet be respensiblelestipes-ordesal actian asa-resultaf
érseharze—wiolations—within the —peried-that iafhient excesds—desicn

paramstersy —does —hot —contain——Adequate— PuEents—eontats
Bielegically-Toxie-Substanees—er-is—ineperable,—and-the subseguent

HMGEs—eempensation-—shall-be—based-oramintnam-eof 14542 wwater

Xerox WorkCentre 7845 12-02-10 Letter - Stratton to Me.. Thu Oct 30 18:21:32 2014 Mei:lia Type: Defauit Color: Automatic Office: sSRGB-Display Press: Commercial Print Quality: Standard



C.2.1  The Project has the following design characteristics:
A capacity of 2.0 MGD of finished water production with an ability for
chemical additions, flocculation, sedimentation and filtration based
on 2 gallons per minute per square foot of filter area. The Project has
the capability for post treatment by chlorination and fluoridation.
C.2.2 UMG will operate the Project so that water treated will meet the
current Municipal Drinking Water Standards. UMGs Annual Fee
includes all costs for treating an average daily flow of 2.0 MGD of raw
water per day to the standards specified below.
Turbidity 0.3 NTU
Iron <0.3 mg/L
Manganese <0.05 mg/L
Fluoride 0.8 average mg/L
pH Color >7.0
Corrosivity <15 color units
Odor E. Non-corrosive
Coli <3.0 TON
Negative
C.2.3 If any of the following contaminants in the raw water causes the
finished water to exceed the maximum Contaminant Levels (MCL)
established for finished water quality, UMG will treat the raw water to
reduce said contaminant to an acceptable MCL. The cost of any
specific treatment will be in addition to the Annual Fee for the
treatment required by this Article C.2.3.
Radionuclides

APPENDIX C-2

PROJECT CHARACTERISTICS

Radium 5.0 Pci/L

Gross Alpha 15.0 Pei/L
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Organic Chemicals

Contaminant

Alachlor

Aldicarb

Aldicarb Sulfone

Aldicarb Sulfoxide
Atrazine

Benzene

Carbofuran

Carbon Tetrachloride
Chlordane

2,4-D
Dibromochloropropane (DBCP)
Dibromochioropropane (DBCP)
p-Dichlorobenzene
1,2-Dichloroethane

1,1 -Dichloroethylene
cis-1,2-Dichloroethylene
trans-1,2-Dichloroethylene
1,2-Dichloropropane
Endrin

Ethylbenzene

Thylene Dibromide (EDB)
Thylene Dibromide (EDB)
Heptachlor Epoxide
Lindane

 Methoxychlor —
Monochlorobenzene
Pentachlorophenol

Polychlorinated Biphenyls (PCB)

Styrene
Tetrachloroethylene

Toluene

Toxaphene

2,4,5-TP (Silvex)

1,1,1 -Trichloroethane
Trichloroethylene
Total Trihalomethanes
Vinyl Chloride
Xylenes (Total)

MCL Cmg/U

0.002
0.003 '
0.002
0.004
0.003
0.005
0.04
0.005
0.002
0.07
0.0002
0.6
0.075
0.005
0.007
0.07
B2
0.005
0.002
By
0.00005
0.0004
0.0002
0.0002

004

0.1
0.001
0.0005
0.1
0.005
1
0.003
0.05
0.02
0.005
B.1
0.002
10
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Inorganic Chemicals

C.24

Contaminant

Arsenic

Asbestos

Barium

Cadmium
Chromium
Fluoride

Mercury

Nitrate

Nitrite

Total Nitrate Nitrite
Selenium

Chloride

Copper

Fluoride

Silver

Sulfate

Total Dissolved Solids (TDS)
Zinc

MCL

0.05

7 (million fibers/L)
2

0.005

0.1

4

0.002 10 (as
nitrogen)

1 (as nitrogen)
10

0.05

300

1.5

2.0

0.10

300 1,000

S

UMG will provide laboratory services for monitoring only the following
contaminants on an as-requested basis. These contaminants do not

have an established MCL.

Aldrin
Benzo(a)pyrene
Butachlor
Carbayl
Dalapon

Di(2-ethylhexy) adipatc
Di(2-ethylhexyl)pthalarc

Didamba

Dichloromethane Dieldrin

Dinoseb
Diquat
Entodhal
Glyphosate

Hexachlorobenzene
Hexachiorocyclopentadiene
3-Hydroxycarbofiiran
Methomyl

Metolachlor
Metribuzin

Oxyamyl (vydate)
Pictoram

Propachlor

Simazine
2,3,7,8-TCDD (Dioxin)
1,2,4-Trichlorobenzene
1,1 ,2-Trichloroethane

i
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APPENDIX C-3
WASTEWATER COLLECTION SYSTEM

SCOPE OF SERVICES

The wastewater collection system consists of all lift stations, manholes and

pipe in service as of effective day of this Agreement and those added to the
system in the ordinary course of business. UMG’s responsibility with the
wastewater collection system shall be to respond to notification of clogged or
blocked DISTRICT owned wastewater/sewer lines in place as of the effective
date of this Agreement, and to make all reasonable and diligent efforts to
remove debris or other material causing blockages. UMG shall respond to
notices of blockage by the next working day of receiving notice. The DISTRICT
shall remain responsible for replacing sewer and wastewater lines and for any
damage or loss to property or injury, including death or disease of any person
arising from failure or from the operation or repair of the wastewater collection
system, and the DISTRICT, or its underwriters, shall retain responsibility to
administer, adjust and respond to any claims arising as a result thereof.

. UMG will notify the DISTRICT promptly when UMG becomes aware of the .

potential requirement of repair or replacement of any wastewater collection
system components and assist the DISTRICT in locating such areas. UMG
repair and maintenance of the wastewater collection system components shall
be treated as Maintenance and Repair incurred pursuant to this Agreement.

!
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The water distribution system consists of all waterlines, meters, hydrants,
master meters and valves in service as of the effective date of this Agreement
and pump stations and water storage tanks identified in Figure 2, Figure 3,
Figure 4, and those added to the system in the ordinary course of business.

APPENDIX C-4

SCOPE OF SERVICES

DRINKING WATER DISTRIBUTION SYSTEM

Figure 2

MMS Location Meter Size
M-01JC Town Mountain 6 inch
M-02JC Meta 6 inch
M-0O3BC Big Creek 6 inch
M-04CC Chloe Creek 6 inch
M-055V Indian Hills 4 inch
M-061IC Island Creek 4 inch
‘M-07IC Raccoon Branch 4 inch
M-08IC Hoopwood Hollow 2 inch
‘M=09SX~ "~ "~~~ - |'Sookey Creek #1— - T =
M-10SV Sookey Creek #2 6 inch
M-11EC Elkhorn Creek 4 inch
M-12CP Cowpen 4 inch
M-13HC Hurricane Creek 4 inch
M-14MC Marrowbone WTP 10 inch
M-15MC Millard 6 inch
M-16PC Williamson #1 10 inch
M-17PC Williamson #2 6 inch
M-18IC Modern Mobile Home Park | 2 inch

ype: Default Color: Automatic Office: SRGB-Display Press: Commercial Print Quality: Standard

!

Xerox WarkCentre 7845 12-02-10 Letter - Stratton to Me.. Thu Oct 30 18:21:34 2014 Ma‘dia T



MMS Location Meter Size

M-19MC Ferrells Creek 4 inch

M-20JC Brushy Creek 4 inch

M-21HC Cedar Gap 4 inch

M-22MC Elkhorn Connector 6 inch

Figure 3

O1FC Ferguson Creek 02RC Taylor Fork

O3RC Grassy Fork #1 05JC Cabin Knoll

07JC Johns Creek RR 08JC Deskins

09JC Elkhorn MT 10GV Grapevine School

11GV Upper Camp Branch 13JC Stratton Fork

14JC Meathouse 15JC Coburn Mt #1

L7BO Long Fork, Big Creek 18PC Rogers Park
120PC WilliamsonMall ~ [21PC  Southside Mall |

22PC Forest Hills PEPC US 119, Toler

24PC Sharondale 25PC Runyon School

26PC Hardy 27RC Turkey Toe

28BB Dials Branch 29BB Blue Springs

30BB Left Fork of Blackberry 31BB Smith Fork

32BB Peter Fork 33BC Pinson Fork

35CC Kendrick Fork 36CC Ivy Fork

37MC Marrowbone Pl. 38MC Poor Bottom

39MC Twin Bridges 40MC Graveyard Hollow
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418V Fords Branch 428V Sookeys Creek
43RC Grassy Fork #2 441C Island Creek
455V Caney Creek 46DC Dorton Creek
47GC Greasy Creek 48BC Buckley Creek
49GC Greasy Creek 50GC Gillespi Branch
S1LP Lower Pompey 52JC Johns Creek #1
S53JC Johns Creek #2 54JC Long Fork Johns Creek
558V US 23 Solenoid 56CP Cowpen Creek
S7CP Adkins Branch S8PC Narrows Branch
50PC | Mudlick Branch 60PC | Pinson Fork Pond Creek
61PC Coburn Mountain 62PC Scant Branch
63PC Runyon Branch 64JC Scott Fork
65MC Alleghany 66PC Belfry Hill

67SV Indian Creek 68MC l Peyton Creek
698V Long Fork Shelby Creek 70LP Slones Branch
T1PT Smith Fork 72HC Hurricane Creek
738V Elkhorn Creek 74PC Sharon Heights
76PC Allison Heights 76JC Layne Branch
TTRC Caney Fork 78SV Pigeon Branch
79HC Spring Branch 80MC Powell Creek
81PF Widows Branch 82PF Barrenshee
83IC Edgewood Lane 8438V Lizzie Fork
858V Little Robinson Creek 86EC Mills Branch
87PF Beech Creek 88MC Biggs Branch
96GV Trace Fork 19PC KY 292

89GV Pritchard Fork 90PC Ball Fork
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gl PE Bones Branch 93MC Contrary Hollow
94MC Sarah Branham 95PC Straight Hollow
92MC Brushy Fork, Hellier 96PF Upper Peter Creek
97MC Rockhouse 98BC Brushy Creek
99PF Hurricane Fork 100MC Wolfpit Hollow
1018V Kelly Mountain Road 1028V Sugar Branch
103MC Bowling Fork 104PF Camp Creek
105 Hunt Branch 106 Anderson Branch
107 Sutton Bottom 108 Hatfield
109 Upper Pompey 110 Abner Fork
111 Feds Creek
Figure 4

O1FC Town Mountain

—| O3RC- ---i-Grassy -Fork #1 - - - = =
05JC Cabin Knoll
06JC Bent Mountain
07JC Lawson Branch
08JC Elkhorn Fork
09JC Ridgeline Road
10GV Grapevine School
11GV Hunt Knob
12BC Canada
14JC Meathouse Fork
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15JC Coburn Mountain

16BC Sandlick

17BB Long Fork, Big Creek

18PC Rogers Park

19PC KY 292 Tank

20PC Southside Mall #1

21PC Southside Mall #2

2IPC Forest Hills

23PC Sharon dale

24PC Stone

25P0C McVeigh

26PC Hardy Park

29BB Blackberry Mountain

30BB Left Fork Blackberry

31BB Smith Fork Blackberry

32BB Peter Fork Blackberry
lasBc Pinson Fork of Rockhouse . _ -

35CC Kendrick Fork

3600 Ivy Fork

38MC Poor Bottom

40MC Graveyard Hollow

418V Shelbiana

428V Douglas Park

43RC Grassy Fork #2

44IC Island Creek

455V Dorton #1
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46DC Dorton #2
47GC Greasy Creek
48BC Buckley Creek
49GC Upper Greasy Creek
S0GC Gillespi Branch
S1LP Lower Pompey
52JC Upper Johns Creek #1
53JC Upper Johns Creek #2
54JC Long Fork of Johns Creek
558V Robinson Creek
S56CP Cowpen Creek
STCP Pike County Airport
S8PC Narrows Branch
59PC Mudlick Branch
60PC Pinson Fork of Pond Creek
62PC Scant Branch
|e3pC Runyons Branch |
65MC Alleghany
66PC Belfry Hill
678V Indian Hill
68MC Peyton Creek
698V Long Fork of Shelby Creek
70LP Slones Branch
71GC Smith Fork
72HC Hurricane Creek
73SV Elkhorn Creek
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74PC Sharon Heights
76JC Lane Branch
TTPC Caney Fork
79HC Spring Branch
80MC Powell Creek
81PF Widows Branch
82PF Barrenshee Hollow
37MC Wolfpit
84SV Lizzie Fork
85SV Little Robinson Creek
86EC Mills Branch
87PF Beech Creek
88MC Biggs Branch
89GV Pritchard Fork
90PC Ball Fork
91PF Bones Branch
(o2MC Brushy Fork of Allengeny
935V Contrary Hollow
943V Sarah Branham Hollow
95PC Straight Hollow
96PF Upper Peter Creek
97MC Rockhouse, Marrowbone
98BC Brushy Creek
99DF Hurricane Fork of Knox Creek
100MC Wolipit Hollow
1018V Kelly Mountain Road
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APPENDIX-D

ARBITRATION-PROCEDURES

In-the-event-that- DISTRICT-and UMG-are—unable-te-reach-an-aoreement as—to
%he—mem&se—%#e%-ée&e%a%empe&s&&sﬁﬁpeaﬁedﬂﬁ—see&ea%heﬁ
ithose dssues remaining unreselved shall be submitted te-binding arbitration
wider-the-followinestermsconditiensand-procedusres:

b1

aTe)

Ynless-specifically-providedfor-herein—to—thecontrarm —therules-and
procedures—ofthe Asnerican—Arbitration-Association{AAA—as—shall
from-time-to-tHme-be-amendedapph-——Heweaver tho partesshallaet
be-reguired-to-use-the-AMA-orstsarbiraters—The-arbitrabon-process
shall beoin ! 5davs after thepostes are-wrable toreach an asresment
tthe “Arhiraten-Stersbatel)—Sush-dateshall- bespecifed 1p-mbine
and-shall-be-the date{rom—which-the-{ellewing-procedures-begin-

Fhere-shall-be-a-three(2j-memberarbitration-panel-cemposed-ef-one
(H-member-selected-bythe DISTRICTand-ona{lmember selected by
M%a%&m&%%e—e&bm&%l&e&ea—e}%b%&%@

ber-efthe-three
%mber—a&bﬁ%ea—p&ael—sh&lkbe—selee{eé—bs—{heﬂmaa}—membeﬁ

selected—within 20-dasys—after-theirappeintment—IH ne-Agreement-is
reached-the third arbitration—siembershall be-appomted-by—the-Filwe

GCountyJudge-Exeeutive:

e g a—H— = ANereeE 1]

issae—Saeh—s&bﬂsaeﬁ—shaﬂ—m&Mée%mi—eﬁ%e—paﬂys—pmpesed
resolution-butalsedntrodustion ot the hearngandalsrelwitriesses

eaeh—p&&%aés—%e—eaﬂ-sh&ﬂ—bews&bn&teéﬂs—ekhfb%s—%e—%he

The-arbitratiop-panel-moy-schedule sueh-prehearing-conferences-as
it-shall deemadvisable:

The-arbitration—hearingshall-commence—no sarker that-75-and-—ne
later—than-85—days—alter—the-Arbitration—Start Date and-shall-be
eoneluded—mne— later—than —tern— {0 —worlkans - davs—afier—iis
comnmencement:

The-partes-hereby-agreeand stpulatefor purpeses-el-arbitration-that
the—pricinsand-ecost-estimates—ceontained—in—this—-Agreement-orany
subseguentmedification herate-nsaoreed-boatveen—the-partins-grea-fair

i "’eﬂ-eﬂ~each-§meéel+ed' 2ohilies
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andreasenableand-are aot te-begdaetael s ne -l detersnatioa oy
the-arbitration-paael

Withintea-{10}-days-oltheconechusionof-the-evidentiarrphase-of-the
arbitreton-—thearing the nrbiranon panelshall annsunes ke decision
and-award— The possible-“decision—and-award’shall-be-limited-on

each-individual-issue-presented-te-eitherthe-pesitionof-the DISTRICT
er—the—positiop—orUMG—as—setdorth,—n—the—position—submissions

described-in-SubsectiontD-3%abeve:

Findincs-ofdaet-and-eoneclusiens—ellavw—shall-not-be required-of-the
arbitrabon—panel wrless speetheall Foquestad by aither party—uithin
fHve{s)working-days-efthe-announcementof-the Deeisionand-Order:

be—seeeféed——b%e%her—{-haﬁ—a—tape—reee é}nc—ée&-}ee—lﬁ—ﬂae—exrem——t—ha%
either party-regiests-the servieesel a-court reporterarethermeansof
transeription-of-the-proceedings,—the-reguestine parh—shall-bear—the

cost-of-recordation-and-transeripten-

Fhe eosts ofarbiraton-services shall-be-borpeequalb-b the parties:
providedhowever—thatin-the-event-that-the-arbirabon panebmakes
a-speeifiewrittenfindins ef-factthat one-part-has presecutad-its-ease
frivolouslhy or-in-bad-faith—then the-arbitration-panelshell assess-the
costs-obarbitration-services-te-the-olffending parb~
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APPENDIX E D

INSURANCE COVERAGE
UMG SHALL MAINTAIN:
L. Statutory Workers’ Compensation for all of UMG'’s employees
at the Project as required by the Commonwealth of
Kentucky.
2. Comprehensive general liability insurance, insuring UMGs

negligence, in an amount not less than $12,000,000
combined single limits for bodily injury and/or property
damage.

DISTRICT SHALL MAINTAIN:

| Statutory Workers Compensation for all of DISTRICTS
employees associated with the Project as required by the
Commonwealth of Kentucky.

2. Property damage insurance for all property including
vehicles owned by DISTRICT and operated by UMG under
this Agreement. Any property, including vehicles not
properly or fully insured shall be the financial responsibility
of the DISTRICT. Although the DISTRICT is required to

~ maintain these insurarnce coverages, the parties acknowledge

that the current premium costs are included in the budget
provided to UMG and provided and to the extent the
premium costs do not increase, UMG will promptly pay, on
behalf of the DISTRICT, the premiums for said insurance
coverages. The DISTRICT shall pay any additional premium
cost for such insurance coverages.

3. Automobile liability insurance for collision, comprehensive,
and bodily injury.

Each party will provide at least thirty (30) days notice of the cancellation of any
policy it is required to maintain under this Agreement. UMG may self-insure
reasonable deductible amounts under the policies it is required to maintain to
the extent permitted by law but only if such action does not invalidate the
property insurance of DISTRICT.
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shat-be-calevdated-ot-6-5% —H-DISTRIGT terminates—the-Agresmentat-the-snd
isht—theusand—eicht—hundred—forb—eight—and—thirt—one

- theumamertized-balance-to-be-patdto UMG-iszara-dolars {03

b
H-DISTRICTterms

Thegpasbessn

ARPENDIDX E
SCHEDULE OFE-AMORTIZED EXPENDITURES
% F] ey } i =]
ene—millisn—five-hundred-thousand{$1,500,000)— The-interest-rate—applied
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APRPENDIX-G

PERSONNELISSUES

Al eprreni-Ailbrme—hourls emplovess wall secsiva o 4% —salas

inerease-at-startof-contract

AH—eurrent—halltunesalaned emplevees willseceie—a 3% —<salarm:
inerease-at-startof contract

DISTRIGE:

Employees—aill-receive—vacation-eredit—at-UMGfortheiracerned
vaestion—at-the-Commencement-Bate—with-the DISTRICT-wp-to-—a
maximaat-of-fogr weelkss  vaeation-—Net-later-thas-Jub-315-2005;
HMG—wil-pay—-out-to-each-emplovee—with—acered-and—unused

vacatien-as-ol-the-Commencement-Date-in-excess-ol-loursvecks the
amenet-ol the axenss foreash suckh amelovas

Empleyees—will-receivebonuses—forebtainins hicher cortifeation
jevels-in-their respectivefields:

Em@le%es—%ﬁ—be—pmﬂéeé—mﬂa—cm#em&s—s&feg—shees—aﬁé
reguired-persenal-safetyequipment: ~
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Exhibit “ 5

Rate Adjustment Examples

MWD Aundited Revenues UMG Yees

2008 $100 2009 $ 80
2009 $110 2011 (pror year increase 70%) $ 87
Increase $ 10

‘MWD Audited Revenues e = — UMG Fees ---
2008 $100 2009 $ 80.00
2009 $_95 2011 (prioryear-5x70%) $ 76.50
Increase % 5
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DAVID C, STRATTON
STEPHEN L. HOGG
DANIEL P. STRATTON

Mr. Bob Meyers

LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
¢ PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569

www.shmlaw.com
HENRY D. STRATTON (1925-1989}
F. BYRD HOGG (1922-1999)
H. EDWARD MADDOX(1946-2003)

December 7, 2010

c/o Utility Management Group
158 Town Mountain Road, Suite 101
Pikeville, Kentucky 41501

via email: bmeyer@umeglic.net
RE: MWD/UMG 2011 Contract

Dear Bob:

Please find attached our proposed changes to the 2011 MWD/UMG Contract. Most
- of the deletions center around those items which are no longer applicable in that you
have already had the contract for five years, and of course, the changes in the

structure of the consideration.

After you have had an opportunity to review everything, if you have any additions or

corrections you wish to make, please give me a call.

DPS/dsm

Sincerely,
Stratton, Hogg & Maddox, PSC

H o

Daniel P. Stratton

email: dpstratton@setel.com

cc:  Rhonda James via email; rbjames6@msn.com

Mike Spears via email: mikespears@setel.com

Stratton to Me.. Thu Oct 30 18:21:39 2014 Media Type: Default Color: Automatic Office: sRGB-Display Press: Commercial Print Quality: Standard
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YTILITY MANAGEMENT GRQUD ;
Your Utility Experts '

Memo

To: Dan Siratfon

From: Bob Meyer

cc: Greg May, Archie Marr, Rhonda James, Mike Spears
Date: December 9, 2010

Re: MWD-UMG Renewal Contract

Fallowing are recommended changes o the draft amendment you sent me on Tuesday:

du Section 1.1~ Typo — should read “Agreement and the attachmens...”

H'& Section 1.4: Leave the original language intact

Seclion 2.1 — Typo ~ shauld read "UMG warrants that it will maintzin the necessary licensed and
6'\' certified personnel...." B

Section 2.4 - Is it necessary for UMG to “provide a physical inventory of DISTRICT's vehicles and
\{*r/ equipment....", as Lhis is a renewal as oppased lo the original contract? 8

¢

Section 2,5 — Same question as above in Seclion 24 — Why is it necessary to provide a new
inventory of chemicals, elc? :

(Previous) Section 2.13: Why is this being deleted? Any parficplar reason for dejeting it?, If ngt,
keep this Section in the renewal contract. We. eret N aeets - ﬁbw,

W Section 2.15 — Typo - should read “... All Waste andior byproduct.... is not and will not §be
considered property of UMG.” -

Section 2.16 - Suggested rewording: “UMG will submit a monthly report to the District that illustrales
QSV in summary how much of the current month and year to date operations invoices submitted by UMG
lo the DISTRICT is related {o waler services and how much is related to sewer services.” i

Section 2.17 — No problem with consulling the District regarding repiacement of “Project Manager”.
sl" Who are Lhe “Operations Manager” and the “Controller™? if these are UMG corporate positions, the
District's approval is not necessary for replacing them. ]

Section 2,18 - Suggested warding: “All amounts billed and received by UMG on behalf of DISTRICT
%V are the propery of the DISTRICT promptly depo: g

and shall be promptly deposiled into a bank account designated
by the DISTRICT", .

1 i
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Section 2.20 — Suggested wording: “UMG shall 1ake all necessary and reasonable actions to_control ?
unaccounted for water loss.”

Section 2.21 — Suggested wording: “UMG shall facilitate the acquisition and installation of an

“Capitai Improvemenls® authorized by the DISTRICT, and will coordinate with the DISTRICT the

funding of and payment for any approved Capital Expenditures that are outside the scope of norm
ir and Maintenance obligations of UMG."

Section 222 - It is unclear as lo what this means. See Section 2.23. Section 2.22 should be
delated.

Section 2.24 — This section should be deleted. ;It would generate an additional expense for UMG
which would be passed on to the District = ‘

Saection 3.4 - Suggesled rawording- “... along with an explanation for the basis upon which it was
delermined by UMG to be abnormal.”

Settion 4.2 - Typo — should read. *... operale and maintain...." }
Seclion 4.5 - Suggested rewording: “... algng with an explanation for the basis upon which it was
delermined by UMG {o be abnormal..."

Section 7.1 -~ Typo - should read: “... for the period January 1, 2011 through December 31,
2011..."

Seclion 7.2 - Suggested rewording: "Beginning with the second vear of the renewal term {January 1
through December 31, 2012) and for each of the subsequent years for the term of this Aqreement
the Annual shall be adjusled to provide UMG with an annual fea increase equal to seventy-five
75%) of the increase in District revenues based on the District's two most recent prior years' audits.

Shauld the District's audited revenue increase be less than 3.2% in anv given vear of the contract
renewal period, the District shall increase UMG's annual fee by an amount equivalent io the increase

in_the Consumer Price Index (CP1) for the most nt yaar. Should the Dislrict have insufficient
revenues o h flow to accommodate the fee increase(s) identified herein, the District aqreesito
initiste and expedite any actions necessary to increase Hs revenues by an amount that will

mmodate such i . Sui ion(s) may include a formal request for water and/or sewer
rale_increases o the District's customers. Included in the annual fee is an_allowance for
be $5654,000.00 7,000.00 monthly). The

Maintenance and Repairs which shall initiall

Maintenance and Repair budget shall adjust annually in direct proportion with any adiustments in the

annual fee.

NOTE: The suggested wording in 7.2 would eliminate the need for Seclion 7.3.

NOTE: My recent proposal was thal UMG receive "75%" of any increase in the District's audited
revenue increases. If you review the District's analysis of 2009 audited financial information, it
ilustrates that the District's inlemal costs (deb! service, reserve payments, commissioners’
payments, legal & accounting feas, elc) are $1,791,904. This is equal to 19.4% of the lolal District
revenues ($9,251,759 for 2008). The balance of the District revenues is available for “oparational”
costs (ie: UMG fees). That amounis ta B0.6% of tofal revenues. Realistically, it seems apparent that
UMG's operational costs are likely lo increase and the District's will remain static. In thal
conlex|,.UMG's request for 75% if the District's revenus increase(s) Is very reasonable. ’

Seclion 7.6: The language al the end of Seciion 7.6 needs o be revised. What If there had not

been a_iedetal declaration for the recent July 2010 fiooding. UMG would have expended a great
deai of its funds for overtime, parts, materials, elc. (which we have done consistently in the past and

® Page2
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waited for District's receipt of FEMA funds). If a federal or state disasler declaration is not made; is
UMG expecied to absorb all of its extraordinary expenses and nol be reimbursed by the District?

Section 9.1 Scope Changes: Why is this being deleted? If AEP decides fo do another 15% rale
Increase (over which UMG has no control), Is UMG required to absorb these additional cosls?

Y s AT
gt

® Page 3
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Response ‘
Memorandum

To : Bob Meyers

From : Daniel P. Stratton n
Date : December 10, 2010 3
Regarding : UMG / MWD Renewal Contract j
Copy ! Rhonde James and Mike Spears |

dodrkk kkdek dkdk kdddk dhdk khkdkd Kkdd ddkdkk kkddk dkdkk sk dekedcde |

Rhonda, Mike and I have met to review your memo of December 9, 2010, ;and
would make the following responses for your review and consideration. Those
sections underlined would be proposed language. !

Section 1.1 Agreed

Section 1.4 Do not agree. Ifthe District were ever to merge with ano?iher
entity, then in theory, UMG could block the merger based on
this language.

Section 2.1 Agreed

Section 2.4 Ves, it is necessary for UMG to provide a physical inventory

Section 2.5  as this is the beginning of a new contract, and if the contract
was ever terminated, this inventory would be necessary to
make a full accounting of UMG’s disposition of the assets
irom the time the contract began.

[

Section 2.15 Agreed

Page 1
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Section 2.16

Section 2.17

Section 2.19

Section 2.20

Section 2.22

Section 2.24

Secton 3.4
Section 4.2
Section 4.5

Section 7.2

s :Amena juld [eidlawiuloy) issald /(E|dS!C|-89HS 192140 dnewony :JO]OQ

G rovide all administrative and f cial functions
necessarv to_effectively o te the busines irs ofithe
istrict, except as desi d by the District. UMG shall
submit a_monthl ort to the District that illustrates i
urmm how much of the current month and vear to date
operation invoices submitt UMG to the District is v
to date revenues and operation invoices submitted by UMG
to the District is related to water services, and how much is
related to waste water ices. i
M&Mw
any replacement of the project manapger. !
UMG shall provide for monthly meter readings and billi
Al amounts billed apd received by UMG on behalf of
istrict are the pro of the District and shall be prom;
osited into a k account designated by the Dj

Customer_service offices shall be maintained at locations
approv the District. )
UMG shall take all necessary actions and make all reasonable
business efforts to control unaccounted for water loss) A
onthly report of system accounted or and unaccounted for
!

water loss, shall be submitted to the District.

We agree to delete.

FR

1k

We disagree. We were criticized by the state auditor's office
for dropping this provision in the original contract. We Have
agreed to reduce the original amount in half. This is not a
large expense, and would protect the District should theré be
a problem.

Apreed

Agreed

Agreed

We disagree in that your proposed language was not what we

agreed to do. The structure of any additional compensation -

must be based on revenue sharing and not your r%ost
structure as thet would create the same problems that we
had under the original contract. !

Page2
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Section 7.3

Section 7.6

Section 9.1

. ——
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In addition, we would add a new paragraph under 7.2 which
would read as follows: é

In the event the District obtains a rate increase which was
secured in part or in whole to pay for new or additional debt,
then in such an event, that portion of the additional revenue
allocated for division 70/30 between UMG and the District,
shall onl the net reve after pavment of the debt and

any reserve requirements associated therewith.

The purpose of this section is to clarify that any revenue
generated as a result of a new debt of the District, will gnly
apply to the net proceeds of the additional revenue. !

We disagree.
An itional expenses. bly incurred by UMG
including gvertime wages, ag a result of severe weather, a
na disaster or other unpl events outside of!the
normel course of operations. will be in voiced by UMG toithe
District for reimbursements in accordance with Section 8.2.
An that m recovered from billi i :
inclydi e state or fede v ent, such as a FEMA
or other source, may also be invoiced b ithe

District, subiject to the copdition that payment for the same
is subject to reim bursement by FEMA or other simjlar sovirce

This section was modified as it is inconsistent withithe
theory of adjusting future fees based on revenue growtﬁ as
opposed to changes in operational expenses. If UMG incurs
an operating expense that is not covered by any increase in
revenue provided for under this agreement, then at siich
time, they would be in position to petition the District to
apply for a rate increase pursuant to section 7.

Page3
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

December 14, 2010

Mr. Bob Meyers
c/o Utility Management Group
via email: bmeyver@umgllic.net

RE: Mountain Water District/Utility Management Group
2011 Contract

Dear Bob:

Please find enclosed the proposed language changes to those sections that were
amended as a result of our meeting on Monday, December 13". Section are
amended as follows:

Section 2.16 UMG shall provide all administrative and financial
functions necessary to effectively operate the business
affairs of the District, except as designated by the
District. UMG shall submit a monthly report to the
District that illustrates in summary,-how much of the
current month and year to date Yefemuafroreoperations
afad- invoices submitted by UMG to the District, are
related to water services and how much are related to
waste water services.

Section 2.24 We have agreed to retain that provision subject to your
review of the pricing for the policy of the bonds.

Section 7.2 The annual fee shall be adjusted annually to provide that
UMG will be paid seventy percent (70%) of the increase
in total operating revenue based on the District’s two (2)
most recent prior year’s audits. If the annual operating
revenue decreases, there will likewise be a downward
adjustment in the fee based on the same ratio.
Examples of both the increased operating revenue and
decreased operating revenue are attached on Exhibit
&« ”
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STRATTON, HOGG & MADDOX, P.S.C.

December 14, 2010
Page 2

Included in the annual fee is the allowance for
maintenance and repair, which shall initially be
$564,000 ($47,000 per month). The maintenance and
repair budget shall adjust annually in direct proportion
of any adjustments in the annual fee.

Section 7.3 In the event the District should make application to PSC
for a rate increase in any of it’s services, UMG agrees to
provide the District a copy of any and all necessary
information required by the PSC for such application.

In the event that the District obtains a rate increase,
which was secured in part or in whole, to pay for new or
additional debt, the parties agree that the portion of the
additional revenue to be allocated for division under the
70/30 formula set forth in Section 7.2, shall be the
increased net operating revenue after payment of the
new or additional debt incurred and any reserve
requirements associated therewith.

Section 7.6 Any additional expenses, reasonably incurred by UMG,
including overtime wages, as a result of severe weather,
a natural disaster or other unplanned event outside of
the normal course of operations, will be invoiced by UMG
to the District for reimbursement in accordance with
Section 8.2.

Any additional expenses, reasonably incurred by UMG as
set forth in the above paragraph for wh1ch the District &€

13 911;-.!»/* '-——->
U e ajw_s dl.fv’[”‘] st
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e Section 9.1 A change in scope of services shall occur when and as

UMG's cost for providing service under this agreement
significantly change as a result of one of the following:

|
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STRATTON, HOGG & MADDOX, P.S.C.

December 14, 2010
Page 3

.33

S.lls

Any change in project operations, personnel
qualifications or staffing, or other cost
which is mandated or otherwise required, by
a change in law, rule or regulation, or an
action or forbearance of any governmental
body having jurisdiction order dictated or
requires such change.

The District’s request of UMG, and UMG’s
consent to provide additional services
beyond what is provided in this agreement
and growth of such current services.

Section 9.2 For changes in scope described in Section 9.1.1, the
annual fee shall be increased (or decreased) in an
amount equal to UMG’s additional (or reduced) cost
associated with the change in scope.

Bob, please review these proposed changes, and if satisfactory, [ will incorporate
them into the entire agreement. If you have any questions, please feel free to call.

DPS/dsm

Sincerely,
Stratton, Hogg & Maddox, PSC

%)

Daniel P. Stratton
email: dpstratton@setel.com

cc: Rhonda James via email: rbjames&@msn.com
Mike Spears via email: mikespears@setel.com

!

Xerox WorkCentre 7845 12-14-10 Letter - Stratton to Me.. Thu Oct 30 18:35:15 2014 Media Type: Default Color: Automatic Office: SRGB-Display Press: Commercial Print Quality: Standard



Response
Memorandum

To : Bob Meyers

From : Daniel P. Stratton

Date : December 17, 2010

Regarding : UMG / MWD Renewal Contract
Copy : Rhonda James and Mike Spears

*hkk khkdk khhkd dhkdhdk Rhkk Rhkk dhdkd kkdkd kkdkd hkkd kkkd hdkwk

Rhonda, Mike and I have met to review your memo of December 17, 2010, and
would make the following responses for your review and consideration. Those
sections underlined would be proposed language.

Section 2.16 Agreed

Section 2.24 Agreed
(Price will not be put in contract, only the required bond)

Section 7.2 “.. shall be based on the increase in the District’s total
operating revenue according...”

Section 7.6 Second paragraph
Any additional expenses, reasonably incurred by UMG as set
forth in the above paragraph, for which the District is eligible
for reimbursement by a third party (i.e., FEMA), UMG agrees
to defer payment from the District for such expenses until the
District receives reimbursement from the third party.

Page 1
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The District agrees to pay UMG interest on any expenses paid
by UMG described in the above paragraph at the then prime
rate of interest charged by Community Trust Bank of
Pikeville, Kentucky. Interest would start to accrue six
months after the third party has approved the District’s
application for reimbursement and run on the outstanding
balance until paid in full.

Section 9.1.2 Comment:

Bob, we did not discuss this one, but we would want to retain
my amended language as it would allow for growth of current
services. Your provision does not provide for growth.
Therefore, any growth could be deemed a change in the scope
of services.

Page 2
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MOUNTAIN WATER DISTRICT / UTILITY MANAGEMENT GROUP 2011 CONTRACT
Recommended Changes in Wording
December 17, 2010

Section 2.16

“... UMG shall submit a monthly report to the District that illustrates in summary how much of the
current month and year to date invoices submitted by UMG to the District is related to water services
and how much is related to waste water services.”

{Mike’s monthly financial repart iden tifies revenues by woter/sewer. All UMG needs to do is identify how
much of our invaices are related to water and sewer.)

Section 2.24

Bosed on information we have presently, the cost for a surety bond in the amount of $600,000.00 will
cost UMG 1.5% or $9,000.00 per year.

Section 7.2

The annual fee shall be adjusted annually to provide that UMG will be paid seventy percent (70%) of the
increase In total operating revenues of the District based on the District’s two (2) most recent priar

years’ audits. Thus, the annual fee increase for UMG in the second year of the renewal term {Janua
through December of 2012) shall be based on the increass lnE total District Evemj@s according to the
2010 audit as compared to the 2009 audit. if the annual operating ravenue...”,

Section 7.6

Any additional expenses, reasonably incurred by UMG, including overtime wages, as a result of severe
weather, a natural disaster or other unplanned events outside of the normal course of aperations will be
invoiced by UMG to the District for reimbursements in accordance with Section 8.2.

Any expenses identified in this Section for which the District has received formal notification that it will
be reimbursed by a third party {including FEMA or other federal or state government agencias may alsg
be invoiced by UMG to the District at the time the expenses are incurred. UMG agrees that it will allow
the District to defer payment to UMG for such expenses until the District receives reimbursement fram
the third party or for six months from the date the ex enses were incurred, whichever comes first. if

the District has not recelved reimbursement from a third party within six months, it 3grees that it will
issue a payment to UMG at the end of the six month period.

Section9.1.2

The District’s request of UMG, and UMG's ctonsent to provide additional services beyond what is
provided In this agreement.
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; unable to increase UMG’s annual fee based on the CP! increase, the District agrees to initiate .
>\ and expedite any actions necessary to increase lts revenues by an amount that will \,b
& Mu 40
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Mountain Water District / Utility Management Group
Contract Renewal Beginning January 1, 2011

4,

Rec ded A g

ARTICLE 7. COMPENSATION

71 The Annual Fee for the first year of this contract renewal {beginning January 1, 2011 and ending
December 31, 2011) shalt be a fixed amount of $7,632,000.00, and shall be paid in 24 (twenty-four)
semi-manthly installments of $318,000.00 each. This fee includes $572,892.00 annually ($47,741.00

addition to its normal monthly operations fee. For each subsequent calendar year during the five year
term of this contract renewal, increments in the operations and management fee paid to UMG shall be
determined as follows: ,,)I

a. Beginning in the second year of this cantract renewal {fanuary through December"clf ‘gglﬂ‘.’(’a‘od I
for each subse uspt yearin the contract renewal period, the District will reviev{gu&ted ¢
financialsfgrs = and compare the total revanues perthe
respective audit reports. UMG's annual operations and management fee will be incrag
the next Agreement vear subsequent to the mast recent audit by an amount equal t %fllhe
audited increase in District revenues, subject to the following condition. .

b. Should the District's audited revenue increase be less than 3.2% in any given year &f l
contrace renewsal periad, the District shall increase UMG’s annual fee by an amount equivalent 91‘}_\"

.
L

3
R
o

to the increase in the Consumer Price Index {CPl} for the currant year. Should the District be

6 x
(

U

Ol agrees that it will, upon recelpt of its December 31, 2010 annual audit report, perfarm an V» U

7

7.2 As Indicated in Section 7.1 above, the total operations and management fee to be paid to UMG
beginning in January, 2011 includes an annual allowance for “Repair and Malntenance Expenses”,
Repair and maintenance expenses include costs associated with routine maintenance, repairs, and
replacament of the District’s water and sewer facilities {including support facilities - je: affice buildings,
8arage and storage structures, etc.) as well as all vehicles, equipment, and taols utilized by UMG in the
operation of the District’s water and sewer systems. Both the District and UMG agree that the District
wil issue payments directly 1o vendors and suppliers for all repair and maintenance expenses incurred
by UMG on the District’s behalf. UMG persannel will be responsible for receiving and processing all
invoices and statements associated with repair and maintenance expenditures and will provide the
District with a detailed listing and summary of all such expenses at each monthly meeting of the
District’s commissioners. On a monthly basis, the District will issue an invaice to UMG for the total
amount of repair and maintenance expenditures it paid for in the previous month. UMG will, in turn,
issue a reimbursement check to the District for the same amount. On an annual basis, a determinaticn
will be made as to whether the cumulative repair and maintenance expenditures made by the District

2dA] e1pay v10Z 81:€2:81 08 190 nyJ ypd'sabuey) papuswwoosay oL-L1-2|
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were over or under the annual repair and maintenance limit for that year. Ifthe cumulative amount of

repair and maintenance expenditures for the year is under the annual limit, UMG wili issue a check to

the District in the amount of the cumulative under-expenditure. |f the cumulative amount of repair and l/
maintenance expenditures for the year is aver the annual limit, the District will issue 3 check to UMG in

Agreement. The amount of repair and malntenance expenses included in UMG’s annual fee shall be
increased In the same proportion as the increase in UMG's fee for other direct operating expenses as
outlined In Section 7.1 ahove.

7.5 (new) The District ond UMG acknowledge that UMG's onnual fee includes the cost of electricity =Fn
associated with all of the District’s facilities. Beginning January 1, 2011, the District will issue payments v
directly to each electric utility provider for all District facilities. On a monthly basis, the District will issue

an invoice to UMG for the totol omount of electric expenditures it poid for in the previous month, UMG

will, In turn, issue a reimbursement check to the District in the same omount.

NEW Section: UMG agrees to provide the District, on o manthly basis, on onalysis of how much of thot L
month's fee is associated with the cost of water service and how much is associoted with sewer service,
fInclude in Section 7.1 above?)

11.1The term of this Agreement Renewal shall be five (5) years commencing on January 1, 2011, Each

vear of the renewal period will commence an January 1 and end on the following Decembar 31. Both

the District and UMG shall have the right, without cause, to terminate this Agreement at the end of the

third year of the renewal period. Termination of the Agreement, pursuant to this section, will require

written notice of such termination from the terminating party to the other party no less than 120 days in\_/
advance of the efiective date of termination. Should the District elect to terminate the Agreement

under this clause, it wiil be required to repay to UMG any outstanding balance due ta UMG pursuantto
Paragraph (3) of the Amendment to Agreement for Operations, Maintenance, and Management

Services executed on April 29, 2009, (Note: Paragraph 8 of the Amendment dated 4/29/09 needs to be

voided. )
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LAW OFFICES OF :

STRATTON, HOGG & MADDOX, P.S.C. 1

P.0. BOX 1530 A

, KY 41502 .

PHONE: (606) 437-7800 :

FAX: (606) 437-7569 i

www.shmlsw.com ]

HENRY D. STRATTON (1925-1989)
F. BYRD HOGG [1922-1890) |

H. EDWARD MADDOX{1546-2003)
December 21, 2010 b

DAVID C. STRATTON
STEPHEN L. HOGG
DANIEL P. STRATTON

Rhonda James, Chair Person Lester “John” Collins, Secretary

Mountain Water District Mountain Water District ,l
146 Main Street 3979 Raccoon Creek Road :
Pikeville, Kentucky 41501 Raccoon, Kentucky 41557 ]

i
Kelsey Friend, III, Commissioner Ancie Casey, Commissioner
Mountain Water District Mountain Water District i
1381 Lizzie Fork Road 43860 State Highway 194 East g
Pikeville, Kentucky 41501 Phelps, Kentucky 41553 !

i
Prentis Adkins, Commissioner i
Mountain Water District i
375 Schoolhouse Road .

Shelbiana, Kentucky 41562

RE: MWD/UMG 2011 Contract / State Audit

|
Dear Board Members: }

Please find attached a revised proposal for the UMG / MWD Contract &:tens!ion.
The changes in this agreement will show as a strike through or underline as in the
previous agreement. However, since we have given you the prior agreement for
your review, Rhonda, Mike and I have met with UMG and made a few changes.
There were several minor technical changes, but the key changes I would direct
your attention to are Section 7 and Section 9. Under Section 7, UMG reqguested
that we strike the language involving their requesting a rate increase as they
believe that would not create the best public image for our request to have one.
We agreed and that language has been removed.

We have further provided that in the event that they front money ta us to fix
repairs from a disaster that is reimbursable from a third party (i.e., FEMA), we will
pay them interest on that amount starting six months after the third arty
application has been appraved. This structure gives them incentive to get the
applications through quickly. It does not penalize them for advancing monéy to
us with no return if a third party doesn’t act promptly. If they have not agreed to
provide this money up front, we would have been forced to have borrowed the
same and paid interest on it to fund the repairs from the disaster. !
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STRATTON, HOGG & MADDOX, P.S.C. '

December 21, 2010 !
Page 2

The next biggest change is in Section 9 under Scope of Change. We have
essentially provided that if there is a government regulation that changes sd that
'it would substantially increase their cost, we would agree to cover that cost as
that would be an unanticipated change in circumstances. :
I have also enclosed a copy of a “draft” report from the state auditors. This isltheir
final document, subject to any changes made based on our comments ar
questions. As ofnow, please identify any questions or comments you wouldihave
as the report may relate to the UMG contract. After our next board meeting, we
can address any questions or comments you want to make to the Auditor’s Office.

Rhonda, Mike and I will be reviewing this in detail over the weekend. If youihavc
any comments, please call Rhonda, Mike or me. I can be reached at 606424~
4248 over the holiday weekend. .

This document is “confidential” and cannot be shared with anyone except
the Board, Mike and me. The Auditor’s Office is very serious about the
confidentiality of this report in that it is not yet final. We also do not want
anything reported until your questions and responses have been addressed.

I am sorry to give everyone such a big homewark assignment over the Chn'.thmas
holiday, but please do not hesitate to call me if you have any questions or
concerns. 5

Sincerely, !

Stratton, Hogg & Maddox, PSC !

W mat f A

Daniel P. Stratton

DPS/dsm email: dpstrattonf@setel.com ;
Attachments ’
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UTILITY MAN&GEM_ENT GROUP
Your Utility Experts

Memo

To: Dan Stratton

From: Bob Meyer

€c:  Greg May, Archie Marr, Rhonda James, Mike Spears
Date: December 22, 2010

Re: MWD-UMG Renewal Contract

| reviewed your latest draft of the MWD-UMG agreement and have the following comments:
Section 2.17: Delete Operations Manager and Controller from this section.
Section 7.3: “... provide the District a copy of any...."

Section 7.6; “... Interest would start to accrue six months after the submission of an invoice from
UMG to the District for such expenses and run on the outstanding balance until paid in full.”

Section 8.1: "One twenty-fourth (1/24) of the Annual Fee for each Agreement Year shall be due and
payable on the 1% and the 15™ day of each month during such Agreement Year...

Section 9.1.2: “... what is provided in this agreement and routine growth of current services.”

Section 9.2: “... amount equal to UMG's additional (or reduced) Cost associated with the Change in
Scope plus eight percent (8%)."

Section 10.4: What is the intent of this section?

Section 11.1: “... Either party shall have the right, without cause, to terminate this Agreement at the
end of the third Agreement Year. Notice of termination shall be given in writing...”

NOTE: Repayment of the UMG loan is addressed in Section 11.3.
Signature line: Page 16
UTILITY MANAGEMENT GROUP, LLC (Notinc.)
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0O. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569
www.shmlaw.com

DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

December 23, 2010

Mr. Bob Meyers
via email: bmever@umellc.net

RE: MWD/UMG Contract
Dear Bob:

To follow up on our telephone conversation yesterday, please be advised that the
District has received a confidential draft of the state auditor’s final report.
Rhonda, Mike and I reviewed the same yesterday, and have forwarded a copy to
our board members, along with a proposed final draft of the contract that was
sent to you earlier,

Based on our review of the audit report, we believe that it is necessary to take
sufficient time to fully consider the same, and to determine whether or not any of
their recommendations should be incorporated into our new contract.
Accordingly, we must ask for a thirty day extension of our prior contract so that
the Board may fully consider the same, and to have sufficient time to negotiate
with you any changes the Board might request based on the audit’s
recommendations. To that end, I have drafted a proposed extension for your
review and consideration so that you may adequately consider the same prior to
the Board meeting,

On behalf of the District, we regret that we must get another extension, given
everyone’s patience to date. However, having waited this long for the audit, and
having finally received it, it would appear to us to be imprudent not to take
adequate time to fully consider their recommendations and to see what should be
adopted, if anything. To ignore the report after we have received it would not only
be a bad public relations move, but would also be a breach of the commissioner’s

fiduciary duty.

If you have any additions or corrections to the proposed contract, or this extension
of the original contract, please advise.

Sincerely,
Stratton, Hogg & Maddox, PSC

ot P Afparinn

Daniel P. Stratton

DPS/dsm - email: dpstratton@setel.com

cc: Rhonda James
Mike Spears
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CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSH!P)
TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COST ROLLING STOCK LARGE TOOLS EQUIPMENT
Ford F250 8/31/2006! S  31,400.00 | § 31,400.00
Ford F350 8/31/2006| S  35,089.00 | § 36,089.00
Dump Truck 5/19/2007| S 70,772.00 | 70,772.00
2008 Colorado 8/6/2007| & 12,639.65 | S 12,639.65
2008 Colorado 8/9/2007| § 12,639.65 | § 12,639.65
2008 Nissan 10/24/2007} S 24,769.00 | $§ 24,769.00
2008 Ranger 12/2/2007| S 19,090.00 | § 19,090.00
2008 Ranger 7/29/2008| § 16,404.00 | S 16,404.00
2008 Ranger 7/28/2008) § 16,404.00 | § 16,404.00
2008 Ranger 7/29/2008| S 16,404.00 | S 16,404.00
Phone System 2/25/2009| § 10,000.00 S 10,000.00
Postage Machine 3/18/2009] 1,477.00 S 1,477.00
Computer Domain 3/30/2009| 5 300.00 S 300.00
Payroll Software 4/21/2009| S 1,590.00 S 1,590.00
Komatsu Mini Exc 4/30/2009| § 37,580.00 | § 37,580.00
Pressure Washer 6/22/2009| $ 2,200.00 S 2,200.00
2009 Chevy PU 9/25/2009| 5 34,406.24 | S 34,406.24
2008 Chevy PU 9/29/2008| 5  34,406.24 | S 34,406.24
TOTALS $ 502,268.62 |5 482,333.38| 5 6,568.24 | $§ 13,367.00
PAID THROUGH R&M ACCOUNT:
Radios 1/31/2008| S 3,663.00 S 3,663.00
Trailer 6/30/2008] 5 55248 | S 552.48
Band Saw - 1/23/2008| S 397.90 S 397.90
Hose Combo Kit 1/31/2008| 5 1,194.69 5 1,194.69
Scanner Update 8/29/2008| 5 975.00 S 979.00
HydrantGauge | 10/27/2008| §- 40596 | = ———gomugt——— -
Refrigerator 5/27/2009| S 660.58 S 660.58
Settleometer Kit 3/6/2009) $ 1,142.38 S 1,142.38
Flow Meter 9/9/2009] S 5,856.46 S 5,856.46
Shut off Tool 5/8/2009] § 325.00 S 325.00
Weedeater 6/30/2009] S 264.67 S 264.67
Hole Saw 7/31/2009| § 588.07 S 588.07
Wastewater Probe 11/19/2008| 5 731.61 S 731.61
Impact Wrench 1/28/2010| $ 205.00 $ 205.00
Vega Drill. Etc 8/31/2010| § 1,465.50 S 1,465.50
Refrigerator 1/22/2010| S 1,220.53 S 1,220.53
Trash Pump 3/21/2010| $ 597.12 S 597.12
Radios 8/10/2010} $ 1,892.10 S 1,892.10
Laptop, etc. Mtr Rdng 8/30/2010| 5  13,650.00 S 13,650.00
Correlator Upgrade 9/21/2010] 5  10,077.43 5 10,077.43
TOTALS $ 455869.48|5 55248 |5 43,435.89 | $ 1,881.11
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EXHIBIT 1

CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING {AND OWNERSHIP}

TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COST ROLLING STOCK LARGE TOOLS EQUIPMENT
PURCHASED BY UMG:
Hammerhead Mole 11/30/2005| $ 3,700.00 S 3,700.00
2005 Expedition 6/30/2006| S  34,448.02 | $ 34,448.02
2006 GMC Sierra 7/10/2006{ § 31,951.40 | 5 31,951.40
Hammerhead Mole 8/31/2006| $ 3,808.83 S 3,808.83
Hammerhead Mole 11/6/2006] § 3,826.68 S 3,826.68
Air Compressor 1/31/2007] $ 2,771.99 5 2,771.99
Air Compressor 1/31/2007; S 1,358.78 S 1,358.78
2 Way Radio 1/31/2007 S 3,147.00 S 3,147.00
Camera 1/31/2007| § 5,126.77 S 5,126.77
Tilt Bed Trailer 1/31/2007| 7,368.20 1§ 7,368.20
Aqua Scope 1/31/2007] S 2,092.44 S 2,092.44
Engine Scanner 1/31/2007| S 2,546.01 S 2,546.01
Trencher 4/27/2007| S 4,001.00 | § 4,001.00
Laptop Computer 1/23/2008] S 1,680.06 S 1,680.06
Trailer 1/31/2008{ $ 2,495.00 | § 2,495.00
Laptop Computer 2/25/2008| 5 1,619.68 5 1,619.68
Data Recorder 2/20/2008) S 2,717.50 5 2,717.50
Computer 4/30/2008{ S 3,385.00 S 3,385.00
Pressure Logger 5/20/2008| S 420.00 S 420.00
Laptop Computer 8/5/2008] S 1,185.00 S 1,185.00
Phone System 8/21/2008| S  17,592.44 S 17,592.44
Parking Lot Paved 8/29/2008| 5  14,000.00 $  14,000.00
Laptop Computer 12/18/2008| 5 1,163.90 5 1,163.90
2009 Yukon 4/28/2009| S 53,227.62|5S 53,227.62
Laptop Computer 5/31/2009| $ 660.01 S 660.01
Cameras/DVR — - - I 6/19/2009]-% eITI0AS e e semtl i weee -6 -+1,355.00 |
2009 F150 6/9/2009| $  48,000.00 | S 48,000.00
Trailer 6/25/2009| S 7,282.20 | § 7,282.20
Auto Dialer 9/28/2009( S 3,044.00 S 3,044.00
Desktop PC 11/13/2009] 5 599.98 S 599.98
2005 F350 7/23/2010( S 13,500.00 | $ 13,500.00
2006 F250 7/23/2010| § 11,500.00 | 11,500.00
TOTALS $ 291,57451|$ 213,773.44 | § 31,516.00 | § 46,285.07
PURCHASED BY MOUNTAIN WATER DISTRICT:
Weedeater 8/31/2005| S 275.00 S 275.00
Trash Pump 8/31/2005] 5 892.62 S 892.62
Cut Off Saw 10/31/2005} § 821.08 S 821.08
Radios/Chargers 11/30/2005| 5 1,361.00 S 1,361.00
Colorimeter 11/30/2005| $ 1,018.54 S 1,018.54
2005 Ranger 12/31/2005| S  17,840.65| S 17,840.65
Ford F250 2/25/2006] 5 32,929.95} 5 32,929.95
Trailer 8/4/2006| 5 7,656.00 |5 7,656.00
Mini Excavator 8/30/2006| 5  29,503.00{ S 29,503.00
Ford F250 8/31/2006/ S 31,400.00{ S 31,400.00

-Display Press: Commercial Print Quality: Standard
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0. BOX 1530
PIKEVILLE, KY 41502
PHONE: (606) 437-7800
FAX: (606) 437-7569

www.shmlaw.com
DAVID C, STRATTON HENRY D. STRATTON (1525-1985)
STEPHEN L. HOGG F. BYRD HOGG (1522-1999)
DANIEL P, STRATTON H. EDWARD MADDQOX(1946-2003)
January 6, 2011

Bob Meyers

c/o Utility Management Group

158 Town Mountain Road, Suite 101
Pikeville, Kentucky 41501

via email: bmeyer@umegllic.net
RE: MWD/UMG 2011 Contract

Dear Bob:

Please find enclosed the revised contract in its entirety showing the final
deletions and additions per our various discussions.

Please review the same and if you have any questions or corrections
please advise; otherwise, I will prepare this as the final document for the

Board meeting.
Sincerely,

STRATTON, HOGG & MADDOX, P.S.C.

Hao

Daniel P. Stratton

email: dpstratton@setel.com

Phone Extension: 304
DPS/sef

Enc.

Kerox WorkCentre 7845 01-06-11 Letter - Stratton to Me.. Thu Oct 30 18:03:25 2014 Media Type: Default Color: Automatic Office: SRGB-Display Press: Commercial Print Quality: Standard
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LAW OFFICES OF
STRATTON, HOGG & MADDOZX, P.S.C.

P.O.

BOX 1530

PIKEVILLE, KY 41502

PHONE:

(606) 437-7800

FAX: (606) 437-7569

www,
DAVID C. STRATTON
STEPHEN L. HOGG
DANIEL P. STRATTON

shmlaw.com
HENRY D. STRATTON (1925-1989)
F. BYRD HOGG (1922-1999)
H, EDWARD MADDOX{1946-2003}
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January 11, 2011

Mr. Bob Meyers

c/o Utility Management Group

158 Town Mountain Road, Suite 101
Pikeville, Kentucky 41501

via email: bmever@umellc.net
RE: MWD/UMG 2011 Contract

Dear Bob:

Please find attached a revised contract in
consideration. I have not changed the new fa!
received your language for the same. We und
to change.

its entirety, for your review and
aragraph 2.27 in that we have not
erstand that this provision is subject

After thinking about this paragraph some more,

I would propose the following
language for your consideration.

It is apreed and understood that UMG has to date, funded certain capital
expenditures for the District’s tangible personal property, including equipment, tools,
vehicles, office equipment and furnishings. as a art of their obligations herein to

maintain the same. Notwithstanding any provisions herein to the contrary, UMG
-JIes 10r tne Listrict s tangible personal property

agrees to fund all capital expenditures for the District’s tangible personal prope

under the obligations to_maintain the same for the District. _Tangible personal
property shall be defined as that property used to operate the District’s systems, but
shall exclude those items that are a part of the system, such as pipes, pumps
motars, tanks and other such items that are installed as a part of the water and

waste water systems. These items fall under the maintenance and repair budget,
and would be the financial responsibility of the District.

Bob, I think this creates a fairly clean line between what UMG would be responsible
for and what the District would be responsible for, and is consistent with what |
understand to be past practice. [ will also work on additional language concerning
debt payments for the assets.

This is to also confirm we will meet on Friday the 14" at my office, subject to Greg’s

schedule.
Sincerely,
Stratton, Hogg & Maddox, PSC
o
Daniel P. Stratton
DPS/dsm email: dpstratton@setel.com
Attachments
cc:  Rhonda James via email: rbjames6@msn.com

Mike Spears via email:

mikespears@setel.com
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LAW OFFICES OF
STRATTON, HOGG & MADDOX, P.S.C.
P.0, BOX 1530
PIKEVILLE, KY 41502
PHONE: {606} 437-7800
FAX: (606) 437-7569
www.shmlaw,.com
HENRY D. STRATTON (1925-1989]
F. BYRD HOGG (1922-1959)
H. EDWARD MADDOX(1946-2003)

DAVID C. STRATTON

January 19, 2011

Mr. Bob Meyers

c/o Utility Management Group

158 Town Mountain Road, Suite 101
Pikevilie, Kentucky 41501

via email: bmever@umellc.net

Mr. Greg May
Utility Management Group
158 Town Mountain Road, Suite 101
Pikeville, Kentucky 41501
via email: grepmav@umaellc.net
RE: MWD/UMG 2011 Contract

Dear Bob & Greg:

Please find attached the final draft of the 2011 Contract Agreement between MWD
caind UMG, with all additions and carrections, along with a clean copy of the final
ocument,

Also enclosed is the final draft of the close out agreement. The attached drafts were
sent to the Board members for their review and consideration for Thursday, J; anuary
20" special meeting,

Sincerely,
Stratton, Hogg & Maddox, PSC

17,2
Daniel P. Stratton

DPS/dsm email: dpstratton@setel.com
Attachments
cc:  Rhonda James via email: rbjames6@msn.com
Mike Spears via email: mikespears@setel.com
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0, BOX 1510
PIKEVILLE, KY 41502
PHONE: (§06) 437-7800
FAX: (606)437-7569

www.shmlaw.com
DAVID C. STRATTON HENRY 0. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)
January 14, 2011

Mr. Bob Meyers
¢/o Utility Management Group
via email: bmever@umellc,net

RE: Mountain Water District/Utility Management Group
Contract Extension

Dear Bob:

Please find enclosed revised scction 2.27 and new section 6.10 concemning capital expenditurcs,
UMG’s obligation are in Article 2 and the District’s are in Article 6.

Also enclosed is the closeout document for the current contract. If you have any questions please
give me a call.

Sincerely,
STRATTON, HOGG & MADDOX, P.S.C.

s

Danicl P. Stratton

Email: dpstratton@setel.com
DPS/la

enclosures

ce? Rhondsa James
Mike Spears

F:\Mountain Water District\Utility Management Group.UMG\Letters\Meyer, Bob 1.14.2011
(la).wpd
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MOUNTAIN WATER DISTRICT - UMG CONTRACT

Notwithstanding anything herein to the contrary UMG agrees

to replace istricts capital assets that are n

part _of the District’s water/sewer production, treatment,

istribution or collection terns.  For those j s tha;
costless than $1,500 UMG will purchase and pay for the same.
or_item at cost more than $1,50 ay also be
rchased and paid for bv UMG or at UMG's option may be
anced in the District’s name, subject to prior a val by the
such payments shall be made by UMG. At the

end of the contract term. if there are outstanding pavments
d

wing o rchase of a ital asset re ed

above, Mountain Water agrees to pay the balance of the same.

S ire er this paragra; t as hereinafter
rovide ill_be titled i e District’s nam ny_capi

assets that UMG acquires that are not replacements of prior

and are not solely dedi for use by the
District shall be titled in the name of UMG.

G s submit to_the at the vember bpard

meeting a capital budget request for the next calendar vear for

al val by ca; nurchases made that are
not in * ital b et as approved by the Board, or ar

not subsequently requested or purchased by UMG, on_their
own, shall be paid by the Djstrict.

Routine repair and maintenance of anyreal property utilized by
UMG will be done and paid for by UMG.

The Distri ill be responsible for the chase of all capital
assets re in € replacement or addition of capital assets
th; i f the District's Water/Sewer

production treatment distribution and/or collection systems.
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THIS AGREEMENT made and entered into this ___ day of January, 2011,
by and between Mountain Water District of P.O. Box 3157, Pikeville, Kentucky
41502, hereinafter referred to as “District” and Utilities Management Group,
LLC of P.O. Bax 663, Corbin, Kentucky 40702, hereinafter referred to as *UMG."

WHEREAS, the parties hereto entered into a Management Contract,
hereinafter referred to as “Agreement” on or about July 3, 2005, in which the
District contracted with UMG to manage its operations and facilities pursuant to
the terms of the agreement; and

‘WHEREAS, the agreement has been subsequently amended on three prior
occasions, being the 29™ day of April, 2009, the 24" day of February, 2010, and
the 29" day of December, 2010; and

WHEREAS, the parties hereto contemplate entering into a new contract for
operational services and wish to resolve certain outstanding issues concerning the
above referenced agreement, as amended. .

NOW THEREFORE, WITNESSETH:

That for and in consideration of the mutual promises and considerations
provided, the parties agree as follows:

1. Pursuant to Section 9 “Scope Changes” of the Agreement UMG made
a claim against the District for additional utility expenses incurred as the
result of a rate increase beginning on July 1, 2010, through December 31,
2010. This claim has been disputed by the District.

2. To settle this disputed claim, while not admitting liability, the District

agrees to pay UMG and UMG has agreed to accept in full settlement of all

hejaq :adAL elpap ¥102 15:50°81 OE 100 YL "N 0} uoneNS - 13PN Li-pL-L(
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claims for change in scope of services under Section 9 of the agreement the
sum of $53,112.00, payable in four monthly installments of $13,278.00 each,
beginning on February 15, 2011, until paid.

3. The parties further acknowledge that UMG advanced the sum of
$153,047.47 for expenses to repair and replace water and sewer lines damaged
by the flooding events of July 2010. The District has applied and been
approved for reimbursement from FEMA for the abave referenced amount; but
FEMA has not yet paid the same. 1f FEMA money has not been received by
May 30, 2011, then the District agrees to pey UMG the sum of $153,047.47 in
twelve monthly installments of $12,753.95 beginning June 15, 2011, until
paid.

4. During the term of the agreement, certain capital assets have been
purchased by UMG and the District as set forth in Exhibit A The parties agree
that the title to the respective assets shall be as set out in Exhibit 2. UMG
agrees to retitle those items listed in Exhibit 2 that belong to the District if and
when their contract to operate the District expires or terminates, or when the
items are replaced by new capital assets. As the vehicles/ rolling stocks set out
in Exhibit 2 need to be replaced, they will be acquired and funded pursuant to
the parties’ new agreement effective January 1, 2011.

5. Should the contract be terminated by either party prior to its term,
then the assets set out in Exhibit 2 shall be transferred to the District, along

with the balance of any debt thereon.

| 8UBDMIOAN XOL1DX
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6. Not withstanding anything to the contrary, it is further agreed that
those vehicles assigned to Grondall Potter and David Taylor shall remain the
property of UMG.

7. The parties mutually represent that the above claims are all of the
outstanding claims for payment between the parties based on their Agreement;
and neither shall make any further eclaims for payment except as may arise
under Section 10 of the Agreement, as amended.

In witness whereof, the parties hereto have agreed the date and year first

above written,

Utilities Management Group, LLC Mountain Water District

By: By:

Its: Its:
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MOUNTAIN WATER DISTRICT — UMG CONTRACT
Section 2.27

Notwithstanding anything herein to the contrary, UMG agrees to replace the District's capital assets that
are not an integral part of the District's water/sewer production, treatment, distribution, and collection
systems. For those capital items that cost less than $1,500.00 and are essential to UMG's continuing
performance under this agreament, UMG will purchase and pay for the same. For those capital items
that are projected to cost more than $1,500.00 per item and are essential to UMG's continuing
performance under this agreement, UMG will submit to the Board at its November maeting each year a
capital budget request for the next calendar year for approval by the Board. Any items on the capital
budget request submitted to the Board by UMG and subsequently approved by the Board will be
purchased by UMG in the District's name utilizing the District's established procurement policies. Such
items may be financed in the District’s name, subject to tha District’s approval. Monthly or ather
periodic payments associated with the financing of these capital items will be paid by UMG so long as
this contract remains in effect. At the end of the contract term or upon earlier termination of the
contract, if there are outstanding payments due and owing on any purchase of a capital asset referenced
above, Mountain Water agrees to pay the balance of the same.

Any capital assets that UMG acquires, at its discretion, that are not replacements of assets owned by the
District at 12/31/2010 or are not solely dedicated for use at the Mountain Water District Project shall be
titled in the name of UMG. Any capital purchases made that are not included in the capital budget
presented to the Board by UMG and approved by the Board, or are not subsequently requested or
purchased by UMG on their own, shall be paid by the District.

Routine repair and maintenance of any real praperty utilized by UMG in the parformance of its
responsibilities under this contract will be performed and paid for or financed in the District’s name by
UMG pursuant to the capital acqulsition procedures outlined abave. This excludes any major renovation
or expansion directed by the District which shall be paid directly by the District.

Section 6.10

The District will be responsible far the purchase or replacement of all capital assets that are an integral
part of its water and sewer production, treatment, distribution, and collections systems.

| 8JuaDyIop xole)
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MOUNTAIN WATER DISTRICT — UMG OPERATIONS AGREEMENT: PROPOSED ADDITION
Section 2.27

Bath parties to this Agreement recognize that there is a continuing need for the District to make capital
improvements and/or acquire capital assets that are not an integral part of the District’s water and
sewer production, treatment, distribution, and collection systems. The capital acquisitions/capital
improvements addressed in this Section include vehicles and other rolling stock, major toois and
equipment, office equipment, and administrative office facility improvements. While the repair and/or
replacement of water and sewer system components (plants, lines, tanks, pump stations, lift stations,
meters, PRV's, etc.) are addressed elsewhere in this Agreement and are funded through the Repair and
Maintenance portion of the District / UMG budget, this Section of the Agreement addresses the
acquisition, replacement, and funding of those capital assets not specifically associated with the
District’s water and sewer systems.

1. Durlng the initial term of this agreement {fuly, __ 2005 through December 31, 2010), there were
multiple capital asset acquisitions and capital improvements associated with vehicles and other
rofling stock, major equipment and tools, office equipment, and administrative office
improvements. These acquisitions/improvements were funded in part by UMG, in part by the
District, and in part through the Repair and Maintenance portion of the District's budget with UMG.
A schedule of capital assets and improvements acquired during the initial term of this Agreement
and the source of funding for thase assats is attached (Schedule __}.

2. With regard to the capital assets / improvements acquired during the initial term of this Agreement
(July __, 2005 through December 31, 2010), and identified on Schedule  the District and UMG
agree to the following stipulations:

a. Al capital assets/improvements identified as either “Equipment / Large Tools” and *Office
Equipment” on the attached Schedule — will be, as of the effective date of this
Amendment, the praperty of the District, regardless of the source of funding for those
capital assets/improvements.

b. Capital assets identified as “Vehicles / Rolling Stock” on the attached schedule that were
acquired by UMG shall remain the property of UMG. As those vehicles and rolling stock
need to be replaced, they will be acquired and funded pursuant to Section 3(b) below.
{Exception: Grondall and David's vehicles.... PAV's through UMG)

¢ Should the District elect to terminate this agreement prior to December 31, 2015, alt
vehicles and rolling stock identified on the attached schedule shall remain the property of
UMG.

d. Should UMG elect to terminate this Agreement prior to December 31, 2015, UMG shall
transfer title to those vehicles and rolling stock on the attached schedule purchased by UMG
to the District, with the exception of those vehicles acquired by UMG for senior Mountain
Water District Project Managers (listed as “2009 Yukon” and 72009 F150” on the attached
schedule).

Nejeq :adAyL eipaly v10z 55:50:81 0E 190 Nyl “ap o} uoyens - 18RS LL-pL-I
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3. With regard to the acquisition of capital assets / improvements needed to continue consistent
and efficient operation of the District’s water and sewer systems and associated administrative
functions by UMG subsequent to January 1, 2011, the District and UMG agree as follows:

3. Any acquisition, replacement, and/or repair of existing District assets that are essential to
the continued routine and efficient operation of the District's pragrams at their present
level and which cost less than $1,500.00 will be acquired and paid far by UMG. Title to
these assets will be in the name of the District.

b. In November of each contract year, UMG will provide the District with a comprehensive
schedule of any capital asset replacements or acquisitions that it determines are necessary
for its continued efficient and consistent delivery of services required under this Agreement
and that are projected to exceed $1,500.00 per item. This schedule will identify each
specific capital asset, whether it replaces an existing capital asset or is a new or additional
capital asset not previously owned by the District, rationale for its replacement or
acquisition, projected cast, and projected time frame for acquisition. For all such capital
items, UMG will procure, acquire, and obtain financing pursuant to the District’s policies and
procurement guidelines. Alfl such capital assets will be acquired in the District’s name.
Financing rates and terms will be jointly evaluated, reviewed, and authorized by UMG
personnel and the District’s financial consultant. As part of its obligation to pay for the
continuing operation of the District's facilities and services, UMG agrees to pay for monthly
or other periodic loan payments associated with the acquisition / financing of thase capital
assets addressed in this Section which are replacements of existing District owned assets.
The monthly or other periadic loan costs associated with the acquisition of capital assets
that are not “replacement” assets shall be borne by the District. Both parties also
understand and agree that any capital assets that UMG acquires and are not dedicated
solely for use in the Mountain Water District Project will remain the property of UMG.

C. Those costs associated with the acquisition of new assets or renovation/repair of existing
assets requested and authorized by the Commissioners of the District that are not essential
ta UMG's performance under this Agreament or are being acquired as a result of 2 major
expanslon of the District’s water and sewer systems or renovation or expansion of its
administrative facilities shall be funded by the District.

d. Itisunderstood and agreed by both parties that, should this Agreement be terminated by
either party at any time during the term of this contract amendment, all capital assets
acquired pursuant to Section 3(b) and 3(c} above will remain the property of the District,
and all remaining debt at the time of the termination associated with the acquisition of
those assets will be the obligation of the District.

Y anusDom xole:
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CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSHIP)
TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COST ROLLING STOCK LARGE TOOLS EQUIPMENT
PURCHASED BY UMG:
|Hammerhead Mole 11/30/200s( § 3,700.00 S 3,700.00
2005 Expedition 6/30/2006| 5  34.448.02 | § 34,448.02
2006 GMC Sierra 7/10/2006) 31,5140} S 31,951.40
Hammerhead Maole 8/31/2006) § 3,808.83 $ 3,308.33
Hammerhead Mole 11/6/2006| $ 3,826.68 S 3,826.68
Air Compressor 1/31/2007| $ 2,771.99 S 2,771.99
Air Compressor 1/31/2007 1,358.78 $ 1,358.78
2 Way Radio 1/31/2007] $ 3,147.00 S 3,147.00
Camera 1/31/2007| $ 5,126.77 S 5,126.77
Tilt Bed Trailer 1/31/2007| ¢ 7,368,20 | $ 7.368.20
Aqua Scope 1/31/2007| 5 2,092.44 S 2,092.44
Engine Scanner 1/31/2007| S 2,546.01 $ 2,546.01
Trencher 4/27/2007| S 4,001.00{5 4,001.00
Laptop Computer 1/23/2008} $ 1,680.06 S 1,680.06
Trailer 1/31/2008] § 2,495.00 | § 2,495.00
Laptop Computer 2/25/2008} S 1,619.68 S 1,619.68
Data Recorder 2/20/2008| $ 2,717.50 S 2,717.50
Computer 4/30/2008| 5 3,385.00 S 3,385.00
Prassure Logger 5/20/2008} S 420.00 S 420.00
Laptop Computer 8/5/2008| $ 1,185.00 S 1,185.00
Phane System 8/21/2008] $  17,592.44 $  17,592.44
Parking Lot Paved 8/29/2008| 14,000.00 S 14,000.00
Laptop Computer 12/18/2008| $ 1,163.90 S 1,163.90
2008 Yukon 4/28/2009| S 53,227.62 | S  53,227.62
Laptop Computer 5/31/2009] $ 660.01 S 660.01
Cameras/DVR 6/19/2008| S 1,355.00 5 1,355.00
2009 F150 6/9/2009} &  48,000.00 | § 48,000.00
Trailer 6/25/2009] $ 7,282.20 | $ 7,282.20
Auta Dialer 9/28/2009| 5 3,044.00 S 3,044.00
Desktop PC 11/13/2009 $ 589.98 $ 599.98
2005 F350 7/23/2010 13,500.00 | 5 13,500.00
2006 F250 7/23/2010} & 11,500.00 | $ 11,500.00
TOTALS 291,574.51 | §  213,773.44 ] 8 31,516.00 | $  46,285.07
PURCHASED BY MOUNTAIN WATER DISTRICT:
Weedeater 8/31/2005| 5 275.00 S 275.00
Trash Pump 8/31/2005| & 892.62 S 892.62
Cut Off Saw 10/31/2005} & 821.08 5 821.08
Aadlos/Chargers 11/30/2005| 1,361.00 S 1,361.00
Colorimeter 11/30/2005 1,018.54 ] 1,018.54
2005 Ranger 12/31/2005 17,840.65 | 17,840.65
Ford F250 2/25/2006, 32,929.95| S 32,929.95
Traller 8/4/2006]| $ 7.656.00 | $ 7,656.00
Mini Excavator 8/30/2006] $ 29,503.00 | S 29,503.00
Ford F250 8/31/2006} S 31,400.00 } $ 31,400.00
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CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSHIP)
TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COST AOLLING STOCK | LARGE TOOLS EQUIPMENT
Ford F250 8/31/2006| $  31,400.00 [$  31,400.00
Fard F350 B/31/2006] 5  36,089.00 [ 5 36,089.00
Dump Truck S/19/2007| §  70,772.00[$  70,772.00
2008 Colorado 8/6/2007] $  12,639.65|S  12,639.65
2008 Colorado 8/9/2007] $  12,639.65|3  12,639.65
2008 Nissan 10/24/2007| S 24,763.00 | 5 24,769.00
2008 Ranger 12/2/2007|$  19,080.00]5  19,080.00
2008 Ranger 7/29/2008] 8 16,404.00[$  16,404.00
2008 Ranger 7/29/2008] $  16,404.00 | §  16,404.00
2008 Ranger 7/29/2008{ 5 16,404.00 | $ 16,404.00
Phone System 2/25/2008] $ _ 10,000.00 $__10,000.00
Pastage Machine 3/18/2009] § 1,477.00 S 1,477.00
Computer Domain 3/30/2009] 5 300.00 S 300.00
{Payroll Software 4/21/2009] $  1,590.00 S 1,590.00
Komatsu Mini Exc 4/30/2008] §  37,580.00 [ $  37,580.00
Pressure Washer 6/22/2009] ¢ 2,200.00 S 2,200.00
2009 Chevy PU 9/29/2009] $  34,406.24 | §  34,406.24
2009 Chevy PU 9/29/2009| §  34,406.24 | S 34,406.24
TOTALS $ 502,268.62|$ 48233338 S 6,568.24 | $  13,367.00
PAID THROUGH R&M ACCOUNT:
Radios 1/31/2008] § 3,663.00 $ 3,663.00
Trailer 6/30/2008] $ 552.48 | § 552,48
Band Saw 1/23/2008] ¢ 397.90 $ 397.90
Hose Combo Kit 1/31/2008| S 1,194.69 4 1,194.69
Scanner Update 8/29/2008) $ 979.00 S 979.00
Hydrant Gauge 10/27/2008} S 405.96 $ 405.96
Refrigerator 5/27/2009] $ 660.58 $ 660.58
Settleometer Kit 3/6/2009 1,142.38 $ 1,142.38
Flow Meter 8/9/2009 5.856.46 S 5,856.46
Shut off Tool 5/8/2009 325.00 3 325.00
Weedeater 6/30/2009] $ 264.67 S 264.67
Hale Saw 7/31/2008{ $ 588.07 s 588.07
Wastewater Probe 11/19/2009| § 731.61 5 731.61
Impact Wrench 1/28/2010( § 205.00 $ 205.00
Vega Orill. Etc 8/31/2010] & 1,465.50 $ 1,465.50
Refrigerator 1/22/2010 1,220.53 S 1,220.53
Trash Pump 3/21/2010] § 597.12 $ 597.12
|Radios 8/10/2010] $ 1,892.10 $ 1,892.10
Laptop, etc. Mtr Rdng 8/30/2010] 5 13,650.00 $ 13,650.00
Correlator Upgrade 9/21/2010] $  10,077.43 S 10,077.43
TOTALS 45,869.48 | § 552.48 | § 43,435.89 | 1,881.11
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LAW OFFICES QF
STRATTON, HOGG & MADDOX, P.S.C.
P.0. BOX 1530
PIKEVILLE, KY 41502 g
PHONE: (606) 437-7800 d
FAX: (606) 437-7569 H
www.shmlaw.com {
HENRY D. STRATTON (1925-1988)
F. BYRD HOQGG (1922-1999)
H. EDWARD MADDOX[1645-2003)

DAVID C. STRATTON
STEPHEN L. HOGG
DANIEL P, STRATTON

January 12, 2011

Mr. Bob Meyers

c/o Utility Management Group

158 Town Mountain Roed, Suite 101

Pikeville, Kentucky 41501 :
via email: bmever@umegllc.net )

RE: MWD/UMG 2011 Contract
Dear Bob:

Please find attached proposed language to be set forth in Paragraph 2.28 to address
the issue of UMG's payment of MWD's debts for capital purchases made on behalf of
the District by UMG, but paid for by MWD.

I'am certainly open to suggestions as to how this may be better clarified, hut I'll
tender it as our first proposal for your review and consideration.

Ifyou do have any alternative language proposals for either 2.27 or 2.28, if you could
please forward them to me prior to our meeting on Friday at 2:00 pm, it would be
most helpful. ]

Sincerely,
Stratton, Hogg & Maddox, PSC

/e
Daniel P. Stratton

DPS/dsm email: dpstratton@setel.comy
Attachments
cc: Rhonda James via email: rbjames6@msn.com
Mike Spears via ernail: mikespears@setel.com
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Paragraph 2.28

For those capital items referenced in Paragraph 2.27 above,
which are the obligation of UMG, it is agreed that the title for
all such items will be placed in the name of Mountain Water
District. It is further agreed that if the District requires
financing for the purchase of said item, UMG will arrange for
the financing of the same, subject to the District’s approval,
and UMG shall pay that debt. Itis agreed and understood that
in the event this Contract is ever terminated for any reason, or
should lapse on it's own terms, then in either event, ‘any
outstanding debt in the name of Mountain Water District,
which hes been incurred pursuant to this section, will be the
debt of Mountain Water District and not UMG, and UMG! will
be released from any further obligations to pay the same as
established herein.
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3. With regard to the acquisition of capital assets / improvements needed to continue consistent
and efficient operation of the District’s water and sewer systems and associated administrative
functions by UMG subsequent to January 1, 2011, the District and UMG agree as follows:

Any acquisition, replacement, and/or repair of existing District assets that are essential to
the continued routine and efficient operation of the District's programs at their present
level and which cost less than $1,500.00 will be acquired and paid for by UMG. Title to
these assets will be in the name of the District. i

In November of each contract year, UMG will provide the District with a comprehensive
schedule of any capital asset replacements or acquisitions that it determines are necessary
for its continued efficlent and consistent delivery of services required under this Agre:ement
and that are projected to exceed $1,500.00 peritem. This schedule will identify eachi
specific capital asset, whether it replaces an existing capital asset or is a new ar additional
capital asset not previously owned by the District, rationale for its replacementor ¢
acquisition, projected cost, and projected time frame for acquisition. For all such capital
items, UMG will pracure, acquire, and obtain financing pursuant to the District's pnlicies and
procurement guidelines. All such capital assets will be acquired in the District’s name.
Financing rates and terms will be jointly avaluated, reviewed, and authorized by UMG
personnel and the District’s financial consultant. As part of its obligation to pay for the
continuing operation of the District’s facilities and services, UMG agrees to pay for monthly
or ather periodic loan payments associated with the acquisition / financing of those capital

assets addressed in this Section which are replacements of existing District ewned ass;ets. N
The monthly or other periodic Ioan costs associated with the acquisition of capital assets ‘.{‘)( &
that are not “replacement” assets shall be borne by the District. -Both parties also { ”ﬁ;

understand and agree that any capital assets that UMG acquires and are not dedlcateid
solely for use in the Mountain Water District Project will remain the property of UMG‘,
Those costs assaciated with the acquisition of new assets or renavation/repair of exisiing
assets requested and authorized by the Commissioners of the District that are not essentla>
to UMG's performance under this Agreement or are being acquired as a result of 2 major
expansion of the District’s water and sewer systems or renovation or expansion of its'
administrative facilities shall be funded by the District.

Itis understood and agreed by both parties that, should this Agreement be terminated by
either party at any time during the term of this contract amendment, all capital assets
acquired pursuant to Section 3(b) and 3(c) above will remain the property of the District,
and all remaining debt at the time of the termination associated with the acquisition of
those assets will be the obligation of the District.

£ BIUBDMIOM X0IT;
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MOUNTAIN WATER DISTRICT — UMG OPERATIONS AGREEMENT: PROPOSED ADDITION
Section 2.27

Both parties to this Agreement recognize that there is a continuing need for the District to make capital
Iimprovements and/or acquire capital assets that are not an integral part of the District's water and
sewer production, treatment, distribution, and collection systems. The capital acquisitions/capital
improvements addressed in this Section include vehicles and other rolling stock, major tools and !
equipment, office equipment, and administrative office facility improvements. While the repair and/or
replacement of water and sewer system components {plants, lines, tanks, pump stations, lift statfons,
meters, PRV's, etc.) are addressed elsewhere in this Agreement and are funded through the Repair and
Maintenance portion of the District / UMG budget, this Section of the Agreement addresses the
acquisition, replacement, and funding of those capital assets not specifically assaciated with the
District’s water and sewer systems. ;

1. During the initial term of this agreement {July, __ 2005 through December 31, 2010), there were
multiple capital asset acquisitions and capital improvements assaciated with vehicles and oth}ar
roiling stock, major equipment and tools, office equipment, and administrative office
improvements. These acquisitions/improvements were funded in part by UMG, in part by !hé.
District, and in part through the Repair and Maintenance portion of the District’s budget with?UMG.
A schedule of capital assets and improvements acquired during the initial term of this Agreement
and the source of funding for those assets is attached {Schedule _). *

2. With regard to the capital assets / improvements acquired during the initial term of this Agreement
{1uly __, 2005 through December 31, 2010), and identified on Schedule ___, the District and UMG
agree to the following stipulations: }

a. All capital assets/improvements identified as either “Equipment / Large Tools” and “Office
Equipment” on the attached Schedule __ will be, as of the effective date of this
Amendment, the property of the District, regardiess of the source of funding for those
capital assets/improvements.

b. Capital assets identified as “Vehiclas / Rolling Stock” on the attached schedule that were
acquired by UMG shall remain the property of UMG. As those vehicles and ralling stock
need to be replaced, they will be acquired and funded pursuant to Section 3({b) below.
{Exception: Grondall and David's vehicles.... PAV's through UMG)

¢. Should the District eiect to terminate this agreement prior to December 31, 2015, allﬁ
vehicles and rolling stock identified on the attached schedule shall remain the properjty of
UMG. 4

d. Should UMG elect to terminate this Agreement prior to December 31, 2015, UMG shall
transfer title to those vehicles and rolling stack on the attached schedule purchased by UMG
to the District, with the exception of thase vehicles acquired by UMG for senior Mountain
Water District Project Managers (listed as 2009 Yukon” and 2009 F150” on the attached
schedule). !
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CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSHIP)
TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
COsT ROLLING STOCK LARGE TOOLS EQUIPMENT
PURCHASED BY UMG:
|{Hammerhead Male 11/30/2005} $ 3,700.00 S 3,700.00
2005 Expedition 6/30/2006) S  34,448.02 | § 34,448.02
2006 GMC Slerra 7/10/2006| $  31,8951.40 (| § 31,951.40
Hammerhead Male 8/31/2006] $ 3,808.83 S 3,808.83 4
Hammerhead Mole 11/6/2006{ § 3,826.68 S 3,826.68
Air Compressor 1/31/2007] $ 2,771.99 S 2,771.99
Air Compressor 1/31/2007{ $ 1,358.78 S 1,358.78
2 Way Radio 1/31/2007| S 3,147.00 $ 3,147.00 |
Camera 1/31/2007{ S 5,126.77 S 5,126.77
Tilt Bed Trailer 1/31/2007| 5 7.368.20 1 § 7,368.20
Aqua Scope 1/31/2007| 5 2,092.44 S 2,092.44
Engine Scanner 1/31/2007| $ 2,546.01 5 2,546.01
Trencher 4/27/2007| $ 4,001.00 | 5 4,001.00
Laptop Computer 1/23/2008| $ 1,680.06 S 1,680.06
Trailer 1/31/2008] 5 2,495.00 | 2,495.00
Laptop Computer 2/25/2008| $ 1,619.68 $ 1,619.68
Data Recorder 2/20/2008| 5 2,717.50 S 2,717.50
Camputer 4/30/2008| S 3,385.00 $ 3,385.00
Pressure Logger 5/20/2008| $ 420.00 S 420.00 y
Laptop Computer 8/5/2008| $ 1,185.00 S 1,185.00
Phone System 8/21/200B{ S 17,592.44 S 17,59244
Parking Lot Paved 8/29/2008| $ 14,000.00 $  14,000.00
Laptop Computer 12/18/2008| S 1,163.90 S 1,163.90
2009 Yukon 4/28/2008| $  53.227.62 | $ 53,227.62
Laptop Computer 5/31/2008| $ 660.01 S 660.01
Cameras/DVR 6/19/2009| § 1,355.00 $ 1,355.00
2008 F150 6/9/2009] 5 48,000.00 | 5 48,000.00 d
Trailer 6/25/2008| $ 7,282.20 | $ 7,282.20 4
Auto Dialer 9/28/2009/ ¢ 3,044.00 S 3,044.00
Desktaop PC 11/13/2009} § 599.98 S 599.98
2005 F350 7/23/2010| § 13,500.00 | $ 13,500.00 !
2006 £250 7/23/2010[ $  11,500.00 | § 11,500.00 .
TOTALS $ 291,57451 |5 21377344} % 31,516.00 | 5 46,285.07
PURCHASED BY MOUNTAIN WATER DISTRICT:
Weedeater 8/31/2005] S 275.00 S 275.00
Trash Pump 8/31/2005} S 892.62 S 892.62
Cut OF Saw 10/31/2005] S B21.08 S 821.08
Radlos/Chargers 11/30/2008] $ 1,361.00 S 1,361.00
Colorimeter 11/30/2005| 5 1,018.54 $ 1,018.54
2005 Ranger 12/31/2005| S 17,840.65 | $ 17,840.65
Ford F250 2/25/2006{$  32,829.95 15  32,929.95
Trailer 8/4/2006( $ 7,656.00 | § 7,656.00
Mini Excavator 8/30/2006| S 29,503.00 | S 29,503.00
Ford F250 8/31/2006| S 31,400.00 [ $ 31,400.00

neyaq :adAL eipay v10Z EE:50°81 OE 190 NUL ““3|N O} UOHENS - J8RaT LI-Zi-|

. S1USDNIOM XOI8]



puels :Ajtenp Jullg [RioIswwo)) issaldd Aejdsig-goys 99140 aneWwoINy $ic

CAPITAL ASSETS ACQUIRED FOR MOUNTAIN WATER DISTRICT 12/31/2010
BY SOURCE OF FUNDING (AND OWNERSHIP)
TYPE OF CAPITAL ASSET
ACQUISITION VEHICLES / EQUIPMENT / OFFICE
CasT ROLLING STOCK LARGE TOOLS EQUIPMENT
Ford F250 8/31/2006| $  31,400.00 31,400.00
Ford F350 8/31/2006{ & 36,089.00 | 36,089.00
Dump Truck 5/19/2007|$  70,772.00 | $§ 70,772.00
2008 Colorado 8/6/2007] 8  12,639.65] S 12,639.65
2008 Colorado B/9/2007| S 12,639.65{ 5 12,639.65
2008 Nissan 10/24/2007| § 24,769.00 | $ 24,769.00
2008 Ranger 12/2/2007| $ 19,090.00 | $ 19,090.00 .
2008 Ranger 7/29/2008] S 16,404.00 | ¢ 16,404.00 d
2008 Ranger 7/29/2008| S 16,404.00 | & 16,404.00
2008 Ranger 7/29/2008] S 16,404.00 | S 16,404.00
|Phone System 2/25/2008| $  10,000.00 $ _ 10,000,00
Postage Machine 3/18/2008| $ 1,477.00 5 1,477,00
Computer Domain 3/30/2009| S 300.00 $ 300:00
Payroll Softwara 4/21/2009| $ 1,590.00 s 1,590,00
Komatsu Mini Exc 4/30/2009{ S  37,580.00 | § 37,580.00 i
Pressure Washer 6/22/2009] S 2,200.00 s 2,200.00
2009 Chevy PU 9/29/2009] §  34,406.24 | § 34,406.24
2009 Chevy PU 9/29/2009| S 34,406.24 | S 34,406.24
TOTALS 5 502,268.62 |5 482,333.38 | $ 6,568.24 | $§  13,367,00
PAID THROUGH REM ACCOUNT:
Radios 1/31/2008[ $  3,663.00 s 3,663.00
Trailer 6/30/2008] $ 552.4B | § 552.48
Band Saw 1/23/2008] $ 397.90 5 397.90
Hose Combo Kit 1/31/2008} 5 1,194.69 5 1,194.69
Scanner Update 8/29/2008| $ 979.00 $ 973.00
Hydrant Gauge 10/27/2008| 5 405.96 S 405.96 L
Refrigeratar 5/27/2009| S 660.58 S 660.58
Settleometer Kit 3/6/2009] § 1,142.38 S 1,142.38
Flow Meter 9/9/2009{ $ 5,856.46 $ 5,856.46
Shut off Tool 5/8/2008] 5 325.00 - 325.00
Weedeater 6/30/2009] $ 264.67 S 264.67
Hole Saw 7/31/2009| 5 588.07 S 588.07
Wastewater Probe 11/19/2009) $ 731.61 S 731.61
Impact Wrench 1/28/2010{ $ 205.00 S 205.00
Vega Drill. Etc 8/31/2010( § 1,465.50 S 1,465.50 :
Refrigerator 1/22/2010{ § 1,220.53 S 1,220:53
Trash Pump 3/21/2010| $ 597.12 ] 597.12
Radios 8/10/2010} S 1,892.10 S 1,892.10
Laptop, etc. Mtr Rdng 8/30/2010] 5 13,650.00 S 13,650.00
Correlator Upgrade 9/21/2010| $  10,077.43 S 10,077.43
TOTALS S 45,869.48 | § 552.48 | $ 43,435.89 | $ 1,881.11
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MEMO

TO : Rhonda, John, Roy & Mike
FROM : Dan N4

DATE : August 15, 2012
REGARDING : Mountain Water District

REVISIONS TO UMG CONTRACT

Attached are the proposed revisions to the UMG contract per our meeting on
August 9%, Following our meeting on the 9%, I met with Roy, who had some other
suggestions to add to the contract, and I have also incorporated those for your

review and consideration.

To point out a few things of note, in the opening paragraph, the amended
agreement would be effective January 1, 2013, so that we stay on our current
cycle for terms. After talking with Roy, it is our recommendation that all repairs
and maintenance work be approved by the Administrator and an amount over “X”
would require Board approval. We have not attempted to set what those amounts

should be.

The big change of course, is in Section 7, under Compensation. [ have set a fixed
fee for the three year term. I would note however, that in subsequent sections,
they are allowed additional fees for work beyond the scope of the original contract,
and for emergencies that would not fall under the normal operations of the
District.
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[ have also put in under 7.1 that the annual fee may be adjusted from time to time
as agreed upon by the parties. We may want to consider whether we keep this
sentence, but I thought I would add it to show that we are flexible should there be
a substantial need or issue for which the contract should be amended.

I have also added a new 7.2 that would require them, on or before April 1% of each
year, to provide the District with a detailed financial report of their cost to operate
the District, and that this would have an allocation of expenses between water and
sewer operations. This of course is our basis for receiving the cost analysis that
they provided for 2010 and 2011, and would not tie our hands to having to get a
rate request to get the same. This would subject those records to an open records
request, if one was made. I know that will be a sensitive subject to them, but I
think we need to insure a way that we receive this information on at least an
annual basis. [am open to suggestions if there is another way to approach this

issue.
You will also note that I have eliminated the provision for repair and maintenance
expenditures coming out of their fee, and this contract is structured so that we

will pay our own repair and maintenance bills.

Lastly, in Section 11, 1 have provided that in the event of non-renewal, we will give

_them 180 notice, and then this will be the six (6] month period that they would

have to work with us to bridge from point A to point B, if there is a change.

I have not attached the appendix to this document, and Roy will be working with
Grondall to make sure that those are updated as necessary.

If you have any questions or comments, please feel free to call.

Page 2 of 2
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Agreement For Operations,
Maintenance and Management Services

THIS AGREEMENT is entered into this day of January , 2011
2012, effective the 1st day of January 2011 2013, by and between:

Mountain Water District, with its principal address at 6332 Highway, P.O. Box
3157, Pikeville, Kentucky 41502 (hereinafter “DISTRICT”)

AND

UTILITY MANAGEMENT GROUP LLC, with its principal address at 500 Summit
Drive, P.O. Box 663, Corbin, Kentucky 40702 (hereinafter “UMG").

WHEREAS, DISTRICT owns and provides for the operation of water,
wastewater and related treatment, collection and distribution facilities

described on Appendix B; and

WHEREAS, DISTRICT desires to employ the services of UMG in the operation,
maintenance and management of these facilities and UMG desires to perform
such services for the compensation provided for herein.

NOW, THEREFORE, in consideration of the mutual covenants and agreements

de GENERAL

1.1 Definitions of words and phrases used in this Agreement and the ~

attachments are contained in Appendix A.

1.2 All land, buildings, facilities, easements, licenses, rights-of-way,
equipment and vehicles presently or hereinafter acquired or owned
by DISTRICT shall remain the exclusive property of DISTRICT
unless specifically provided for otherwise in this Agreement.

1.3 This Agreement shall be governed by and interpreted in accordance
with the laws of the Commonwealth of Kentucky. Venue for anv

action concerning this contract will be in the Circuit Court of Pike
County, Kentucky.

1.4 Neither this Agreement, nor any of the rights or obligations
hereunder, may be assigned by UMG without the prior written
consent of the DISTRICT.

Page 1 0of 17
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1.5

1.6

1.7

1.8

- shall be performed in accordance with-good and accepted industry. - -

1.5

1.10

All notices shall be in writing and transmitted to the party's
address stated above. All notices shall be deemed effectively given
when delivered, if delivered personally or by courier mail service,
i.e., Federal Express or Airborne Express, delivered after such
notice has been deposited in the United States mail postage
prepaid, if mailed certified or registered U.S. mail, return receipt
required; or received by the party for which notice is intended if
given in any other manner.

This Agreement, including its Appendices, is the entire Agreement
between the parties. This Agreement may be modified only by
written agreement signed by both parties. Wherever used, the
terms “UMG” and ‘DISTRICT” shall include the respective officers,
agents, directors, elected or appointed officials and employees and,
where appropriate, subcontractors or anyone acting on their
behalf.

If any term, provision, covenant or condition of this Agreement is
held by a court of competent jurisdiction to be invalid, void or
unenforceable, the remainder of the provisions shall remain in full
force and effect and shall in no way be affected, impaired or
invalidated.

It is understood that the relationship of UMG to DISTRICT is that
of independent contractor and nothing in this Agreement shall
create the relationship of partnership or joint venture. The services
provided under this Agreement are of a professional nature and

practices for contract operators similarly situated. However, such
services shall not be considered engineering services and nothing
herein is intended to imply that UMG is to supply professional
engineering services to DISTRICT unless specifically stated in this
Agreement to the contrary.

If any litigation is necessary to enforce the terms of this Agreement,
the prevailing party, the party determined not to be in default or in
breach of the Agreement shall be entitled to its cost and reasonable
attorney fees which are directly attributed to such litigation in
addition to other relief to which it may be entitled. If both sides are
found to have defaulted or be in breach each will pay their own
cost, and attorney fees.

Nothing in this Agreement shall be construed to create in any third

party or in favor of any third party any right(s), license(s), power(s)
or privilege(s).
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2.1

1.11 This agreement sets forth the entire agreement between the parties

and fu_llz supersedes all prior and/or verbal apgreements or

understanding between the parties which pertain to the subject
matter hereof.

1.12 This agreement may be executed in two or more counterparts, each
of which shall be deemed an original, but all of which together

shall constitute one in the same documents.

UMG's SERVICES - GENERAL

2.1 UMG will staff the Project with employees who have met
appropriate licensing and certification requirements of the
Commonwealth of Kentucky. UMG warrants that it will maintain
the necessary licensed and certified personnel as may be required
by the Commonwealth of Kentucky for operation of the Project.

2.2 UMG shall provide ongoing training and education for appropriate
personnel in all necessary areas of modem water and/or
wastewater process control, operations, maintenance, safety, and
supervisory skills,

2.3 UMG shall develop and/or supply and utilize computerized
programs for maintenance, process monitoring and financial
control. In the event this agreement is terminated for any reason,

.- UMG:_shall provide-the DISTRICT within thirty (30) days of notice .-

all computerized programs, codes, records, maps, instruction
manuals, and any other items necessary for DISTRICT to execute a
complete transfer of their records and the operating systems
necessary to access and maintain the same.

2.4 Within forty-five (45) days after the Commencement Date, UMG
will provide a physical inventory of DISTRICTS vehicles, and
equipment and tools in use at the Project and a general statement
as to the condition of each vehicle or piece of equipment. In the
event this Agreement is terminated for any reason, UMG will
provide to the DISTRICT, a physical inventory of DISTRICT’S
vehicles and equipment, and a general statement as to the
condition of each vehicle and piece of equipment within ninety (90)
days of the end of the contract. If UMG fails to do so, then the
DISTRICT may take its own inventory and offset the cost against
any funds due UMG.
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2.5

2.6

&0

2.8

2.9

2.10

2.13

Within forty five (45) days after the Commencement Date, UMG will
provide DISTRICT with a physical inventory of chemicals and other
consumables on hand when UMG begins services under this
Agreement. Such chemicals and consumables will be made
available to UMG in connection with its performance under this
Agreement. UMG will provide DISTRICT with the same quantity of
chemicals or equivalent upon termination of this Agreement. 1f
UMG fails to do so, then the DISTRICT may take its own inventory
and offset the cost against any funds due UMG.

UMG shall be responsible for maintaining all manufacturers
warranties on new equipment purchased by DISTRICT and shall
assist DISTRICT in enforcing existing equipment warranties and
guarantees. UMG shall keep a record of all such warranties and

provide the DISTRICT an updated copy of the same on a monthly

basis.

On or before October 1st of each year UMG shall provide the
DISTRICT an_annual schedule for preventive maintenance, along
with an estimated budget for the DISTRICT owned equipment with
deeusnentation. They shall report to the DISTRICT on a monthly
basis what that preventive maintenance is being performed on
DISTRICT=S owned equipment in accordance with manufacturer’s
recommendations at intervals and in sufficient detail as may be
feasibility determined by the DISTRICT. Such a maintenance
program shall include documentation of corrective and preventive
maintenance.

UMG shall operate, maintain and/or monitor the Project on a 24

hour per day, seven-day per week schedule.

Visits may be made at a reasonable time by DISTRICT'S employees,
board members or designated DISTRICT's representative. UMG
shall provide Kkeys for the Project shall-be—previded to the

DISTRICT'S Administrator. by¥UMGfer—suech-visits: All visitors to
the Project shall comply with UMGs operating and safety

procedures.

UMG shall provide a 24 hour/day 7 days per week customer
service phone number.

UMG will implement and maintain an employee safety program in
compliance with applicable laws, rules and regulations and make
recommendations to DISTRICT regarding the need, if any, for
DISTRICT to rehabilitate, expand or modify the Project to comply
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2.12

2.13

a.24

215

2.16

- Yy

with governmental safety regulations applicable to UMGs
operations hereunder and with federal regulations promulgated
pursuant to the Americans With Disability Act (“ADA”).

UMG may modify the process and/or facilities to achieve the
objectives of this Agreement; provided, however, no modification
shall be made without DISTRICTS prior written approval.

In any emergency affecting the safety of persons or property, UMG
may act without written amendment or change order, at UMGs
discretion, to prevent threatened damage, injury or loss. UMG shall
be compensated by DISTRICT for any such emergency work
notwithstanding the lack of a written amendment. Such
compensation shall include UMGs reasonable costs for the
emergency. Such cost and the basis for which they were incurred
shall be detailed to the Board in any request for additional
compensation.

As required by law, permit or court order, UMG will prepare plant
performance reports and submit them to DISTRICT for signature
and transmittal to appropriate authorities on a timely basis.

UMG will provide laboratory testing and sampling presently
required by plant performance portions of the NPDES permit, the
Clean Water Act, the Safe Drinking Water Act, and/or any federal,
state or local rules and regulations, statutes or ordinances, permit
or license requirements or judicial and regulatory orders and

B 157 o) o = o< U

UMG will provide for the collection, hauling and disposal of solid
waste, screening, grit, sludge and scum (“Waste”) to DISTRICTS
existing or approved disposal sites. It shall be the sole right and
responsibility of DISTRICT to designate, approve or select disposal
sites to be used by UMG for DISTRICTS Waste. All Waste and/or
byproduct treated and/or generated during UMGs performance of
services is not and will not be considered property of UMG.

UMG shall provide all the administrative and financial functions
necessary to effectively operate the business affairs of the
DISTRICT, except as designated by the DISTRICT. UMG shall
submit a monthly report to the DISTRICT that illustrates in
summary, how much of the current month and year to date
invoices submitted by UMG to the DISTRICT, are related to water
services and how much are related to waste water services. The
summary shall also report the direct operating costs for water
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2.18

2.19

2.20

2.21

220

- regulations.and-rules as they may be applicable to.the operation of -

2.23

2.24

2.25

services and waste water services on a monthly and vear to date
basis.

UMG shall consult with the DISTRICTS Commissioners prior to
replacement of the Project Manager.

UMG shall comply with all of the DISTRICT’s policies and
procedures in operating the DISTRICT, and UMG’s Project Manager
shall certify monthly to the DISTRICT’s Board that all operations
and activities under their control have been in compliance with the
Board’s policies and procedures.

UMG shall submit to the DISTRICT monthly, all reports of project
activities in accordance with the DISTRICTSs policies and formats.

UMG shall provide for monthly meter reading and billing. All
amounts billed and received on behalf of DISTRICT are the
property of DISTRICT and shall be promptly deposited into a bank
account designated by the DISTRICT. Customer Service offices
shall be maintained at locations approved by the DISTRICT.

UMG shall provide its reasonable business efforts in controlling
unaccounted for water loss. A monthly report of system accounted
for/unaccounted for water loss shall be submitted to the
DISTRICT.

UMG shall comply with all applicable federal, state and local laws,

the DISTRICT’s water and waste water systems and the DISTRICT’s
operations.

UMG will seek sources of government grants and loans for
consideration by the DISTRICT. The DISTRICT must approve in
advance all application for such funding.

To protect the DISTRICT and allow for continuity of service UMG
will post a surety bond or other surety in the amount of
$1,000,000 to ensure faithful performance of its contract
obligations. Such surety shall be released upon termination of this
Agreement and compliance by UMG with its obligations hereunder.

Notwithstanding anything herein to the contrary UMG agrees to
replace the DISTRICT’s capital assets that are not an integral part
of the DISTRICT’s water/sewer production, treatment, and
distribution and/or collection systems. If UMG determines that
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replacement of capital assets is not essential for their continuing
performance under this agreement, they shall notify the DISTRICT
that they do not wish to replace an asset, with an explanation as to
why. If the DISTRICT agrees, the asset will be removed from the
DISTRICT’s asset list. If the DISTRICT does not agree, UMG will be
required to replace the asset. UMG shall submit to the DISTRICT
at the November DISTRICT meeting a capital budget request for
the next calendar year for approval by the DISTRICT. UMG may
make subsequent request for a capital asset by petitioning the
DISTRICT.

For those capital assets that cost less than $1,500, UMG will
purchase and pay for the same. For those that cost more than
$1,500, they may also be purchased and paid for by UMG or at
UMG’s option may be financed in the DISTRICT’s name, subject to
prior approval by the DISTRICT, and all such loan payments shall
be made by UMG as long as this contract remains in effect. At
the end of the contract term, or upon early termination, if there are
any outstanding loans that have been approved by the DISTRICT,
which are due and owing, the DISTRICT agrees to pay the balance
of the same.

All assets acquired under this paragraph, except as hereinafter
provided, will be titled in the DISTRICT’s name. Any capital assets
that UMG acquires, at its discretion, that is not replacements of
the DISTRICT’s assets, and/or which are not solely dedicated for
use at the DISTRICT's project, shall be titled in the name of UMG

and paidfor by UMG. — - - - =

Notwithstanding the above, any individual tool purchased for
UMG’s_use in the operation of the DISTRICT that cost more than
$250 shall be paid for by the DISTRICT, and charged to its repair
and maintenance budget. Any tool purchased for UMG’s use in
the operation of the DISTRICT that cost less than $250 shall be
paid for by UMG. All such tools shall be the property of the
DISTRICT.

Routine repair and maintenance of any real property utilized by
UMG in the performance of its duties under this contract will be
done and paid for by UMG. If such improvements require
financing, it will be done pursuant to the capital acquisition
procedure outline above. This excludes any major renovation or
expansion directed by the DISTRICT, which will be paid by the
DISTRICT.
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2.27

UMG will submit to the DISTRICT by no later than October 15t of

V]
[}
o

2.29

each year, a repair and maintenance budget and capital budget for

the next fiscal vear. It shall include any item already under
contract, but not vet paid. The R&M Budget shall include an
allowance for anvy unforeseen repairs based on the DISTRICT’s
actual experience for such items over the last three (3) years.

All repairs and maintenance expenditures shall be approved in

advance by the DISTRICT’s Administrator, unless an emergency

situation exist. Any emergency situation will be reported to the
Administrator or Chairperson within twenty-four (24) hours of
notice of the situation. All requests will be supported by a work
order. All repair and maintenance expenditures over $

shall be approved by the Board in advance of the expenditure,
unless an emergency. UMG shall submit a monthly accounting to
the DISTRICT detailing all repair and maintenance expenditures,
including a brief explanation of the work done and why it was

necessary.

All purchases made by UMG using the DISTRICT's Tax

UMG’S SCOPE OF SERVICES - WASTEWATER

ldentification Number shall only be for those items utilized in the
operation of the DISTRICT. UMG shall not co-mingle, store or have

delivered, parts, materials, chemicals or supplies used for anv
other customer on_the DISTRICT's property, nor will the
DISTRICT’s parts, materials, chemicals and supplies be stored on
anv other customer’s property without the expressed prior written
consent of the DISTRICT.

3.1

3.2

3.3

3.4

This Article shall apply to UMGs operations, maintenance and
management services for the DISTRICTS wastewater systems.

Within the design capacity and capabilities of the Waste Treatment
Plant(s) described in Appendix B, UMG will manage, operate and
maintain the Plant(s) so that effluent discharged from the Plant(s)
outfalls meets the requirements specified in Appendix C-1.

UMG will perform all Maintenance and Repairs for the Project, and
submit a monthly accounting to DISTRICT detailing all
expenditures incurred, along with a brief explanation of the work
done and why it was necessary

UMG will pay all Costs incurred in normal wastewater utility
operations. Any cost determined to be abnormal, for which
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4.

3.

additional compensation is sought, shall be submitted to the
DISTRICT for approval along with an explanation of why it was
determined to be abnormal.

UMG’S SCOPE OF SERVICES - WATER

4.1

s

4.3

4.5

This Article shall apply to UMGs operations, maintenance and
management services for the DISTRICTS drinking water treatment

system,

Within the design capacity and capabilities of the Water Treatment
Plant(s) described in Appendix B, UMG will manage, operate and
maintain the Plant(s) so that water produced from the Plant(s)
meets the requirements specified in Appendix C-2.

UMG shall operate the water treatment plant(s), pump station(s),
and provide for all laboratory testing requirements.

UMG will pay all Costs incurred in normal Water operations. Any
cost determined to be abnormal, for which additional
compensation is sought, will be submitted to the DISTRICT for
approval along with an explanation of why it was determined to be
abnormal.

UMGs SCOPE OF SERVICES - WASTEWATER COLLECTION SYSTEM

AND WATER DISTRIBUTION SYSTEM

o, 4

5.2

5.3

This Article shall apply to UMGs services for the DISTRICTS
wastewater collection system and potable water distribution

system.

The scope of UMGs services for the Maintenance and Repair of the
collection system and the distribution system are set forth in
Appendices C-3 and C-4, respectively.

UMG shall provide for all daily operation and maintenance
functions such as line Repairs, customer connections, line and
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tank maintenance, meter replacement, leak detection, line
flushing, valve exercise, system inspection, line locations, and
emergency call-outs, etc.

6. DISTRICTS DUTIES

6.1

6.2

6.3

6.4

The DISTRICT shall fund all necessary Capital Expenditures,
except as otherwise provided herein. Such funding shall be
provided either (i) in advance from the DISTRICT to UMG if the
DISTRICT requests that UMG contract for such Capital
Expenditure or (ii) the DISTRICT shall contract for such Capital
Expenditure directly. Priorities shall be given to safety and the ADA
related expenses described in Section 2.12. Any loss, damage, or
injury resulting from the DISTRICTS failure to provide capital as
reasonably required by UMG shall be the sole responsibility of the
DISTRICT provided that UMG has timely notified the DISTRICT of
the need for the capital expenditure and has provided sufficient
lead time for acquisition and utilization of the same. Otherwise any
such loss damage or injury shall be the sole responsibility of UMG.

The DISTRICT shall keep in force all Project warranties,
guarantees, easements and licenses that have been granted to
DISTRICT and are not transferred to UMG under this Agreement.
UMG shall keep in force all Project warranties, guarantees,
easements and license transferred to them under this Agreement.

The DISTRICT shall pay all ad valorem, property, franchise,

‘oceupational-and-disposal taxes, or other taxes associated with the. . .

Project other than taxes imposed upon UMGs net income and/or
payroll taxes for UMG employees.

In the event UMG is required to pay any sales tax or use taxes on
the value of the services provided by UMG hereunder such
payments shall be reimbursed by the DISTRICT unless the
DISTRICT furnishes a valid and properly executed exemption
certificate relieving the DISTRICT and UMG of the obligation for
such taxes. Any items purchased by the DISTRICT to save sales
tax for a purchase UMG is required to make on behalf of the
DISTRICT, shall be reimbursed by UMG within fifteen (15) days
from the date of invoice to UMG. UMG shall make all such
invoices on behalf of the DISTRICT to UMG on the next business
date after the DISTRICT has made any purchase referenced above.

The DISTRICT shall provide UMG with full use of any and all
pieces of DISTRICTS heavy equipment that are available so that
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UMG may discharge its obligations under this Agreement in the
most cost-effective manner.

6.5 DISTRICT shall provide all registration and licenses for DISTRICT'S
vehicles used in connection with the Project.

6.6 DISTRICT shall provide for UMGs exclusive use of all vehicles and
equipment presently in full time use at the Project except as may
be otherwise designated from time to time by Agreement.

6.7 DISTRICT shall provide for UMG access to all easements, right-of-
ways, and access to discharge UMGs obligation under this

Agreement.

6.8 The DISTRICT may hire an Administrator to assist the DISTRICT in
the oversight of its operations and business affairs. The
Administrator’s office shall be located in the DISTRICT
headquarters and the Administrator shall have full access to all of
the DISTRICT’s operating and financial records.

UMG agrees to provide administrative assistance to the
Administrator, which shall not exceed fifteen (15) hours per week.

6.9 DISTRICT shall promptly review and consider any request by UMG
for any additional Capital Expenditures or Costs incurred by UMG.

6.10 The DISTRICT will be responsible for the purchase of all capital

~ -assets (additions and replacements) that-are-an integral-part of the - ——

DISTRICT’s Water/Sewer production, treatment, distribution
and/or collection systems.

COMPENSATION

7.1 UMGs compensation under this Agreement shall consist of an
Annual Fee as set forth herein. The Annual Fee for the—first
—whi iod January—i-201L

threughDecember 312011, January1,-2013-through December

; 7 7 3 ; ; each year of

this agreement shall be $ ($ monthly).
adjusted-as-hereinafter set-eut: The annual fee may be adjusted

from time to time as agreed upon by the parties.
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72

On_or before April 1st of each vear, UMG shall provide the

Jvd

DISTRICT a detailed financial report of its costs to operate the

DISTRICT. Such report shall also allocate expenses between water

and sewer operations.

In the event the DISTRICT should make application to PSC for a
rate increase in any of its services, UMG agrees to provide the
DISTRICT a copy of any and all necessary information required by
the PSC for such application.

If the DISTRICT elects to verify any information which is required
by the PSC, or to conduct rate study, UMG agrees to allow the
DISTRICT’s duly authorized agents access to its records to verify
the information provided by UMG.
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7.64

Any additional expenses, reasonably incurred by UMG, including
overtime wages as a result of severe weather, a natural disaster or
other unplanned events outside of the normal course of operations,
will be invoiced by UMG to the DISTRICT for reimbursement in

accordance with Section 8.2.

Any additional expense, reasonably incurred by UMG as set forth
in the above paragraph, for which the DISTRICT is eligible for
reimbursement by a third party (i.e., FEMA), UMG agrees to defer
payment from the DISTRICT for such expenses until the DISTRICT
receives approval for reimbursement from the third party.

The DISTRICT agrees to pay UMG interest on any expenses paid by
UMG described in the above paragraph at the then prime rate of
interest charged by Community Trust Bank of Pikeville, Kentucky.
Interest would start to accrue six months after the third party has
approved the DISTRICT’s application for reimbursement and run
on the outstanding balance until paid in full. Approval shall be
defined as that date when the third party accepts the DISTRICT’s
application for reimbursement. If they DISTRICT’s application
does not receive final approval, or final approval is delayed due to

‘UMG’s failure to  properly —process —the - application- or-—the-

information therein correctly, then the time table for starting the
accrual of interest will not start until the necessary corrections are
approved.

8. PAYMENT OF COMPENSATION

&1

Bt

One twenty-fourth (1/24) of the Annual Fee for each Agreement
Year shall be due and payable on the 1st and the 15t of each
month during such Agreement Year for service provided in
accordance to Articles 7.1 and-%2 of this Agreement.

All other compensation to UMG is due upon receipt of UMGs
invoice and payable within fifteer—{15} thirty (30) days, except as
provided in Article 7.6. Any and all request for additional
compensation will be supported by a detailed cost analysis
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